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1. Petition for Review 

947 (Filed September 21, 1955) 

Petition for Review of Decision of 
The Tax Court of the United States 

The United States of America hereby respectfully pe¬ 
titions for a review of the decision of the Tax Court of 
the United States in the above-captioned proceeding entered 
June 23, 1955. 

I 

This review is sought by the United States of America. 

n 

The controversy arose under the provisions of the Rene¬ 
gotiation Act, as amended (Act of April 28, 1942, Public 
Law 528, 77th Congress, 2d Session, as amended), partic¬ 
ularly the Renegotiation Act of 1943 (Act of February 25, 
1944, Public Law 235, 78th Congress, 2d Session). 

m 

The decision sought to be reviewed is the decision of the 
Tax Court of the United States entered June 23, 1955, in 
the above-captioned matter whereby the Tax Court decided 
that renegotiation proceedings to recover excessive profits 
for respondent’s fiscal year ended December 31, 1944 had 
not been timely commenced. 

IV 

The Court in which review is sought is the United 
States Court of Appeals for the District of Columbia 
Circuit. 

948 The War Contracts Price Adjustment Board de¬ 
termined by order dated April 30, 1947 that re¬ 
spondent had realized excessive profits in the amount of 
$180,275.52 on contracts subject to renegotiation for its 
fiscal year ended December 31, 1944. 
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It was stipulated by the parties that the Tax Court 
should determine excessive profits in the amount of $180,- 
275.52, if renegotiation proceedings were timely commenced 
and timely completed in accordance with the provisions 
of the Renegotiation Act of 1943, or if not so timely com¬ 
menced or completed, that the respondent be discharged of 
all liability for excessive profits. On June 23, 1955, the 
Tax Court of the United States, after hearings, held that 
the renegotiation proceedings were not timely commenced, 
and that respondent was accordingly discharged of liability. 

The United States, petitioner for review, seeks review 
of this decision of the Tax Court under the provisions of 
Section 7482(a) of the Internal Revenue Code of 1954. 


* The Tax Court of the United States committed error in 

v the following respects: 

(a) In holding that renegotiation of respondent’s profits 
for its fiscal year ended December 31, 1944 was not timely 

* commenced. 

% 

(b) In holding that the registered letter which was mailed 
to respondent by the Chicago Ordnance Price Adjustment 
Division on May 1,1946, and which stated that “This notice, 
sent by registered mail, constitutes commencement of the re¬ 
negotiation proceedings in conformity with the provisions 
of subsection (c)(1) of the Renegotiation Act, ” failed in the 
circumstance of this case to commence renegotiation of 
respondent’s profits for its fiscal year ended December 
31, 1944. 

(c) In holding that respondent’s “Standard Form of 
[ Contractor’s Report” for its fiscal year ended December 

31, 1944, had been “filed,” for the purpose of corn- 
949 puting the statute of limitations on commencement 
of renegotiation of respondent’s excessive profits for 
that year on February 11, 1946, rather than on or after 


i 
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July 3,1946, and therefore that the letter of April 21,1947 
did not timely commence renegotiation. 

(d) In holding that respondent was discharged under 
Section 403(c)(3) of the Renegotiation Act of 1943 of all 
liabilities for excessive profits for its fiscal year ended 
December 31,1944. 

Wherefore, Petitioner for Review prays: 

1. That this Honorable Court review the Decision of the 
Tax Court of the United States entered June 23, 1955, in 
the above-captioned proceeding. 

2. That the Decision of the Tax Court be reversed. 

3. That petitioner for review be granted such other and 
further relief as the nature of the case may admit and 
to this Honorable Court may seem just and proper. 

• •••••• 


o 


1 

2. Pertinent Docket Entries 

Docket No. 798-R 

Northwest Automatic Products Corporation, a Minnesota 

Corporation, Petitioner, 


v. 


War Contracts Price Adjustment Board, Amended 
Caption: United States of America, Respondent. 


Docket Entries 

1948 

Sep 20—Petition received and filed. Petitioner notified. 
Fee paid. 

1949 

Jan 11—Answer filed by respondent. 

1953 

May 15—Motion for substitution of United States of 
America as party respondent, with memorandum 
in support filed by petitioner. 5/18/53, granted. 

1954 


Jun 10,11, Hearing had before Judge Fisher on the merits, 
16—on respondent’s motion to amend answer. Grant¬ 
ed. Petitioner allowed 20 days to file reply. Re¬ 
spondent ’s motion, amendment to answer, stipu¬ 
lation of facts with exhibits A thru UU, filed at 
hearing. Briefs due 8/2/54; replies due 9/1/54. 
Additional briefs, if any, 9/21/54. 

Jun 21—Reply to amendment to answer filed by peti¬ 
tioner. Copy served. 

2 Nov 1—Motion to strike certain exhibits of re¬ 

spondent listed thereon filed by petitioner. 

1955 

Jun 23—Findings of fact and opinion filed. Fisher J. 

Decision will be entered for the petitioner. Copy 
served 6/24/55. 
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Jun 23—Decision entered, Fisher J. Div. 15. 

Sep 21—Petition for review by U. S. Court of Appeals, 
District of Columbia, with assignments of error 
filed by respondent. 

Sep 21—Proof of service filed. 

Oct 20—Motion for extension of time to 11/30/55 for fil¬ 

ing the record and docketing the appeal, filed by 
respondent. 

Oct 21—Order extending time to 12/20/55 for filing the 

record and docketing the appeal, entered 

Dec 13—Designation of contents of record on review with 
proof of service by mail thereon, filed by 
respondent. 
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3. Petition in Tax Court 

3 (Filed September 20, 1948) 

Petition 

##*#•*• 

NOW COMES Petitioner, Northwest Automatic Prod¬ 
ucts Corporation, a corporation, and alleges: 

I 

Petitioner is a corporation duly organized and existing 
under and by virtue of the laws of the State of Minnesota, 
with its principal office and place of business in the City of 
Minneapolis, Hennepin County, State of Minnesota. 

n 

Petitioner is aggrieved by an order of Respondent, dated, 
issued and entered on August 9, 1948, determining that 
$190,000 represents the portion of Petitioner’s profits for 
Petitioner’s fiscal year ended December 31,1944, which are 
“excessive profits”, and that $180,275.52 of such “exces¬ 
sive profits” should be eliminated. The jurisdiction 

4 of this court is invoked by Petitioner, and this court 
has jurisdiction under and by virtue of Section 403 

(c)(1) of the Renegotiation Act of 1943 (Section 403 of 
the Sixth Supplemental National Defense Appropriation 
Act, 1942, approved April 28, 1942, as amended). 
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III 

The amount of Petitioner’s profits determined by Re¬ 
spondent to be “excessive profits” is $190,000.00. The 
period for which the same was determined is the fiscal 
year of Petitioner ended December 31, 1944. The full 
amount thereof, to wit: $190,000.00, is in controversy. 

IV 

Respondent in making its determination of “excessive 
profits” committed the following errors, each of which 
Petitioner assigns as error: 

1. Respondent erred in failing to find and determine that 
all liability of Petitioner for excessive profits received or 
accrued by Petitioner during its fiscal year ended December 
31, 1944, was discharged. 

2. Respondent erred in failing to find and determine that 
the attempted renegotiation proceeding upon which said 

order of Respondent was based, was not “duly com- 
5 menced”, nor commenced within the time allowed by 
Section 403(c)(3) of the Renegotiation Act of 1943 
for the commencement of renegotiation proceedings. 

3. Respondent erred in failing to find and determine, 
in the alternative, if said renegotiation proceedings be held 
to have been timely commenced, that the order issued and 
entered on April 30, 1947 by Clifton E. Mack, Director, 
Bureau of Federal Supply, acting on behalf of Respondent 
in accordance with authority delegated by it, and reviewed 
by Respondent, was not made, issued or entered within the 
time allowed by Section 403(c) (3) of the Renegotiation Act 
of 1943, for the completion of renegotiation proceedings. 

4. Respondent erred in failing, upon its review of said 
order issued and entered April 30, 1947 as aforesaid, to set 
aside and quash said order. 
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5. Respondent erred in authorizing and directing the Sec¬ 
retary of the Treasury (or such official or officials in such 
department to whom the power, function and duty of ex¬ 
ercising such authority and carrying out such direction 
may be or have been delegated or successively redelegated) 
to take any action under the Renegotiation Act to eliminate 
any “excessive profits’ 1 ’ received or accrued by Petitioner 
for said fiscal year ended December 31, 1944. 

6 V 

A statement of the facts upon which Petitioner relies as 
sustaining the foregoing assignments of error is as follows: 

1. The type and character of business done by Petitioner 
is the manufacture of screw machine products. 

2. During Petitioner’s fiscal year ended December 31, 
1944, the amount received or accrued by Petitioner under 
contracts or subcontracts subject to renegotiation was 
$1,974,518.37, before allowance for returns and sales ad¬ 
justments, or, $1,918,181.81, after allowance for such returns 
and sales adjustments. 

3. During said fiscal year, the costs paid or incurred by 
Petitioner with respect to the foregoing amount was the 
sum of $1,519,117.96. 

4. During said fiscal year, the profits derived by Peti¬ 
tioner therefrom and from income received from terminated 
contracts (in the amount of $14,873.45) amounted to $413,- 
937.30, before deduction of federal or state income taxes. 
However, Petitioner, during said fiscal period, suffered a 
nonoperating loss of $12,189.55 referrable to its renego¬ 
tiate business, thereby reducing its profits derived there¬ 
from to $401,747.75. 

7 5. The chronology of the attempted renegotiation 
proceedings upon which Respondent based its order 

and determination of excessive profits is as follows: 






(In this chronology, for brevity, Petitioner, Northwest 
Automatic Products Corporation, will be called “North¬ 
west”; Chicago Ordnance District Price Adjustment Divi¬ 
sion will be called “Chicago Ordnance PAD”; and the 
Treasury Department Price Adjustment Board will be 
called “Treasury PAB”). 

CHRONOLOGY 

December 31,1944 End of Northwest’s fiscal year in¬ 
volved. 

May 1,1945 Standard form of Contractor’s report 

filed by Northwest. 

May 8,1945 Notice of assignment, and request for 

“preliminary conference” (to be held 
in Chicago, Illinois, on May 18, 1945), 
sent by Chicago Ordnance PAD to 
Northwest. 

May 18,1945 Preliminary conference by the repre¬ 
sentatives of Northwest and of Chi¬ 
cago Ordnance PAD held in Chicago, 
pursuant to foregoing notice of May 
8, 1945. 

June 1945 Additional information (federal in¬ 

come tax reports and audits) fur¬ 
nished to Chicago Ordnance PAD by 
Northwest. 

September 18,1945 Chicago Ordnance PAD requests addi¬ 
tional information from Northwest. 

November 1945 Northwest furnishes to Chicago Ord¬ 
nance PAD additional information 
requested as above. 

8 Feb. 11,1946 Last items of additional information 

requested by Chicago Ordnance PAD 
(audits and tax returns), furnished 
to it by Northwest. 
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May 1,1946 Registered mail notice sent by Chicago 

Ordnance PAD to Northwest, reading 
as follows: 

‘‘The War Contracts Price Adjust¬ 
ment Board has determined that rene¬ 
gotiation proceedings under the Rene¬ 
gotiation Act (Title VII of the Reve¬ 
nue Act of 1943) for your fiscal year 
ended 31 December 1944 shall be con¬ 
ducted initially by this office. 

“This notice, sent by registered 
mail, constitutes commencement of the 
renegotiation proceedings in conform¬ 
ity with the provisions of subsection 
(c)(1) of the Renegotiation Act. ,, 

May 1,1946 At the same time, Chicago Ordnance 

PAD proposes to Northwest execution 
of stipulation to extend time to April 
30, 1947, within which determination 
of amount of excessive profits, if any, 
may be made. Northwest declines to 
execute sitpulation or to grant ex¬ 
tension. 

April 21,1947 Registered mail notice of ‘ ‘ Final Re¬ 
negotiation Conference” sent to 
Northwest by Treasury PAB. 

April 30,1947 Conference with Treasury PAB, held 

in Washington, D. C. Unilateral order 
issued and entered by Clifton E. Mack, 
Director, Bureau of Federal Supply, 
acting on behalf of Respondent in ac¬ 
cordance with authority delegated by 
it, determining that $190,000.00 rep¬ 
resents the portion of Northwest’s 
profits derived from renegotiable 







business which is excessive and that 
$180,275.52 represents excessive prof¬ 
its which should be eliminated. 

9 Apr 30,1947 Registered mail notice of Order sent 

to Northwest. 

June 26,1947 Petition for review of foregoing Order 

filed with Respondent by Northwest. 

August 9,1948 Order issued and entered by Respond¬ 
ent upon such review. 

6. Upon the hearing before the Treasury Department 
Price Adjustment Board, Petitioner made due and season¬ 
able objection to the jurisdiction of Respondent and of its 
delegates, to entertain said attempted renegotiation pro¬ 
ceeding, or to enter any order therein upon all of the 
grounds assigned as error in this petition, and duly pre¬ 
served said objections for review. 

7. In said petition for review filed with Respondent, Peti¬ 
tioner renewed its objections to the jurisdiction of Respond¬ 
ent and of its said delegates, to entertain said attempted 
renegotiation proceeding, or to enter any order therein 
upon all of the grounds assigned as error in this petition. 

8. Petitioner contended before said Treasury Department 
Price Adjustment Board, and before Respondent, and now 
contends that Petitioner was discharged of all liability for 
the fiscal year ended December 31, 1944, before the Order 
of April 30, 1947 was entered, either 

(a) because the renegotiation proceeding was 

10 not commenced within the year allowed by the 
first sentence of Sec. 403 (c) (3); or 

(b) because the Order of April 30, 1947 was not 
entered within the year following the commencement 
of the renegotiation proceeding allowed by the second 
sentence of Sec. 403 (c) (3); 
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depending on what effect is to be given to the notice of May 
8, 1945 from the Chicago Ordnance PAD. 

If the notice of May 8,1945 be taken as constituting “the 
commencement of the renegotiation proceeding,” under 
Sec. 403 (c) (1), then Petitioner contends that the year 
following its commencement, within which an order had 
to be entered, expired May 8, 1946. No order was, conce- 
dedly, entered within that time, or at any time until April 
30, 1947, practically a year late. On that assumption, the 
Order of April 30, 1947, was a nullity. 

If, on the other hand, the notice of May 8, 1945 did not 
“constitute the commencement of the renegotiation pro¬ 
ceeding’ 7 , (*/. N. Sessions v. Secretary of War, 6 Tax Court 
1236) then Petitioner contends that no renegotiation pro¬ 
ceeding was commenced until April 21, 1947, when the 
Treasury PAB sent its notice to Petitioner, and that 
11 it was then too late to commence a proceeding be¬ 
cause the statutory year*( dating either from the close 
of the fiscal year involved, or from the filing by Petitioner of 
the contractor’s financial statement) had long since expired. 
In fact, April 21,1947, was more than two years after the 
close of the fiscal year involved, almost tvro years after the 
“preliminary conference” was held in Chicago (May 18, 

1945) , and more than 14 months after the last item of sup¬ 
plementary information requested by Chicago Ordnance 
PAD had been furnished to it by Petitioner (February 11, 

1946) . 

Petitioner is not ignoring the one item that intervened 
between the notice of May 8, 1945 from the Chicago Ord¬ 
nance PAD, and the notice of April 21, 1947 from the 
Treasury PAB, viz.,—the registered mail notice of May 1, 
1946, from Chicago Ordnance PAD which, in the statement 
of the chronology in IY, Paragraph 5, has been already 
quoted. Whatever the purpose of that notice, Petitioner 
contends that it did not constitute the conmmencement of a 
proceeding, despite the fact that, in its second sentence, 
it says that it does. The statutory requirement (Sec. 403 
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(c) (1)) for a notice which constitutes the commencement of 
a proceeding, is clear. Subsection (c) (1) defines the 
notice as a “reasonable notice of the time and place of a 
conference” with respect to possible excessive profits. 
The renegotiation regulations adopted by Respond- 

12 ent provide a form of “notice of commencement of 
renegotiation proceeding” which, conformably to the 

statutory requirement contains, in the second sentence, a 
plain statement that “a conference with you with respect 

to this matter is hereby set for.at.” 

The notice of May 1, 1946 contains no such statement. 

VI 

A copy of the notice from Respondent and a copy of the 
order of Respondent determining the amount of excessive 
profits, dated, issued and entered on August 9, 1948 are 
appended to this petition as Exhibits A and B, respectively. 

Wherefore, Petitioner prays: 

1. That this court take jurisdiction of this petition and 
finally determine the amount, if any, of excessive profits 
received or accrued by Petitioner. 

2. That this court set aside, quash, and annul the order 
of Respondent appended to this petition as Exhibit B. 

3. That this court determine and adjudge that all liability 
of Petitioner for alleged excessive profits realized by Peti¬ 
tioner during its fiscal year ended December 31, 1944 
was and is discharged. 

4. That this court determine and adjudge that said 

13 attempted renegotiation proceeding upon which said 
order of Respondent was based w^as not duly com¬ 
menced within the time allowed by Section 403 (c) (3) of the 
Renegotiation Act of 1943 for the commencement of renego¬ 
tiation proceedings. 




15 


5. In the alternative, in the event that this court should 
determine that said renegotiation proceeding was timely 
commenced, that this court determine and adjudge that all 
liability of Petitioner was discharged by the failure to enter 
an order determining the amount of alleged excessive profits 
within one year following the commencement of such rene¬ 
gotiation proceeding. 

6. For such other, further, and different relief as to the 
court may seem meet and just in the premises. 

Northwest Aut6matic Products 
Corporation, Petitioner 
1700 Linden Avenue, Minneapolis, 
Minn. 

By Frank W. Griswold 

Frank W. Griswold, President. 

Benedict S. Deinard 
Benedict S. Deinard 
1036 Andrus Building 
Minneapolis, Minnesota 
Attorney for Petitioner 


14 EXHIBIT “A” 

Room 4D 641—The Pentagon 9 August 1948 

Northwest Automatic Products Corporation 
Minneapolis, Minnesota 

Gentlemen: 

You are hereby notified that, upon review of an order 
dated, issued and entered on 30 April 1947 by Clifton E. 
Mack, Director, Bureau of Federal Supply, acting on behalf 
of the War Contracts Price Adjustment Board in accord¬ 
ance with authority delegated by it, pursuant to renegotia¬ 
tion under the Renegotiation Act, the War Contracts Price 
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Adjustment Board has issued and entered its order deter¬ 
mining that of your profits derived from contracts and sub¬ 
contracts subject to renegotiation under the Renegotiation 
Act for your fiscal year ended 31 December 1944, $180,275.52 
represents excessive profits which should be eliminated. 

A copy of such order is enclosed herewith. 

This notice is being mailed to you by registered mail on 
9 August 1948. 

Very truly yours, 

War Contracts Price Adjustment 
Board 

By /s/ Nathan Bass 
Nathan Bass 
Secretary 

Enclosure 


15 EXHIBIT “B” 

ORDER BY THE WAR CONTRACTS PRICE 
ADJUSTMENT BOARD AFTER REVIEW 

Upon review of an order issued and entered 30 April 
1947, by Clifton E. Mack, Director, Bureau of Federal 
Supply, acting on behalf of the War Contracts Price Ad¬ 
justment Board in accordance with authority delegated 
by it, determining $180,275.52 as the amount of excessive 
profits which should be eliminated, derived by: 

Northwest Automatic Products Corporation 

(hereinafter called the “Contractor”) from contracts and 
subcontracts subject to renegotiation under the Renegotia¬ 
tion Act as defined in the Renegotiation Act, for the Con¬ 
tractor’s fiscal year ended 31 December 1944, and after 
taking into consideration all of the factors referred to in 
subsection (a) (4) (A) of the Renegotiation Act, the War 
Contracts Price Adjustment Board has determined that 
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$190,000 represents the portion of the Contractors profits 
derived from said contracts and subcontracts for the Con¬ 
tractor’s fiscal year ended 31 December 1944, which is ex¬ 
cessive within the meaning of the Renegotiation Act. After 
proper adjustment on account of taxes, other than Federal 
taxes, measured by income -which are attributable to that 
portion of the profits of the Contractor derived from said 
contracts and subcontracts for said fiscal year which is not 
excessive, the War Contracts Price Adjustment Board 
hereby determines that the amount of excessive profits of 
the Contractor for said fiscal year which should be elimi¬ 
nated is $180,275.52. 

This order constitutes a determination by the War Con¬ 
tracts Price Adjustment Board upon review as provided 
by subsection (d) (5) of the Renegotiation Act. The Sec¬ 
retary of the Treasury (or such official or officials in such 
Department to whom the power, function and duty of exer¬ 
cising such authority and carrying out such direction may 
be or have been delegated or successively redelegated) is 
hereby authorized and directed to take such action (includ¬ 
ing the authorization and direction of any other Secretary 
or Secretaries to take such action) under the Renegotiation 
Act as he deems appropriate to eliminate such excessive 
profits to be eliminated. 

In connection with the payment or discharge by any 
means of such excessive profits to be eliminated, the Rene¬ 
gotiation Act provides that the Contractor shall be allowed 
the applicable credit, if any, for Federal income and excess 
profits taxes as provided in Section 3806 of the Internal 
Revenue Code. 

War Contracts Price Adjustment 
Board 

By /s/ John R. Paull 
John R. Pauli 
Chairman 

Dated, Issued and Entered on 9 August 1948 
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16 State of Minnesota ) ss 
County of Hennepin) 

Frank W. Griswold, being first duly sworn, says that he 
is President of Northwest Automatic Products Corporation, 
a corporation, Petitioner herein; that he has authority to 
act for said corporation and is duly authorized to verify the 
foregoing petition; that he has read the foregoing petition 
and is familiar with the statements contained therein, and 
that the statements contained therein are true, except those 
stated to be upon information and belief, and that those he 
believes to be true. 

Frank W. Griswold 
Frank W. Griswold 

Subscribed and sworn to before me this 14 day of Sep¬ 
tember, 1948. 

Edith A. McGarvey 

Edith A. McGarvey 

Notary Public, Hennepin County, Minn. 

My Commission expires November 9, 1951. 
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4. Answer 

20 (Filed January 11,1949) 

Answer 

Comes now the respondent by its attorney and for answer 
to the petition filed herein admits, denies, and alleges as 
follows: 

I 

Respondent admits the allegations contained in para¬ 
graph I of the petition. 

II 

Respondent denies the allegations contained in paragraph 
II of the petition except to admit that the respondent issued 
an Order dated August 9, 1948, a copy of which is attached 
to the petition as Exhibit B, and admits such other allega¬ 
tions of said paragraph as are borne out by the terms of 
the Order, and admits that the jurisdiction of this Court 
is invoked pursuant to the terms of Section 403 (e) (1) 
of the Renegotiation Act of 1943. 

III 

Respondent admits the allegations contained in para¬ 
graph III of the petition, except to deny that this contro¬ 
versy is limited to the amount of $190,000, or any lesser 
amount. 

IV 

Respondent denies that it erred as alleged in paragraph 
IV of the petition or in any of the subparagraphs there¬ 
under or in any manner whatsoever. 

V 

1. For lack of knowledge or information sufficient to form 
a belief, respondent denies the allegations contained in 
paragraph V-l of the petition. 
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21 2. For lack of knowledge or information sufficient 

to form a belief, respondent denies the allegations 
contained in paragraph V-2 of the petition, except to admit 
that the petitioner received the amount of at least $1,974,- 
518.37 from contracts or subcontracts subject to renegotia¬ 
tion during the fiscal year ended December 31, 1944, but 
denies that the amount of $1,974,518.37 represents the total 
amount received from contracts or subcontracts subject to 
renegotiation during said fiscal year. 

3. For lack of knowledge or information sufficient to form 
a belief, respondent denies the allegations contained in 
paragraph V-3 of the petition. 

4. For lack of knowledge or information sufficient to 
form a belief, respondent denies the allegations contained in 
paragraph V-4 of the petition, except to admit that the peti¬ 
tioner received the amount of at least $413,937.30 as profit 
from contracts or subcontracts subject to renegotiation 
during the fiscal year ended December 31, 1944, but denies 
that the amount of $413,937.30 represents the total profit 
received from contracts or subcontracts subject to renego¬ 
tiation during said fiscal year. 

5. Respondent denies the allegations contained in para¬ 
graph V-5 of the petition except that it admits: 

that December 31, 1944 was the end of the fiscal year 
here involved; that on May 8, 1945, the Chicago Ord¬ 
nance Price Adjustment Board notified the petitioner 
by letter of its assignment for renegotiation; that dur¬ 
ing June 1945, petitioner furnished additional informa¬ 
tion to the Chicago Ordnance Price Adjustment Board, 
including Federal income tax returns and audits; 
that on September 18, 1945, the Chicago Ordnance 
Price Adjustment Board sent a letter to petitioner 
requesting additional information; 
that during November 1945, the petitioner furnished 
to the Chicago Ordnance Price Adjustment Board 
additional information; 
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22 that on February 11, 1946, the petitioner fur¬ 
nished to the Chicago Ordnance Price Adjust¬ 
ment Board some additional information; 
that on May 1, 1946, the Chicago Ordnance Price Ad¬ 
justment Board sent by registered mail a letter set out 
in the petition; 

that on May 1, 1946, the Chicago Ordnance Price Ad¬ 
justment Board sent a letter to the petitioner (in addi¬ 
tion to the letter last referred to); 
that on April 21, 1947, the Treasury Price Adjustment 
Board sent a letter by registered mail to the petitioner; 
that on April 30, 1947, a conference was held between 
the representatives of the petitioner and the Treasury 
Price Adjustment Board in Washington, D. C., and a 
unilateral Order under Delegated Authority was issued 
determining the excessive profits of the petitioner; 
that on April 30, 1947, the Director of the Bureau of 
Federal Supply sent a letter by registered mail to the 
petitioner; 

that on June 26, 1947, petitioner requested a review 
by the respondent of the unilateral Order dated, issued, 
and entered on April 30, 1947; 

that on August 9, 1948, respondent issued and entered 
an Order; 

and respondent admits such other allegations of paragraph 
V-5 of the petition as are borne out by the terms of the 
letters and documents included in the admissions set forth 
above. Respondent further denies that the chronology as 
alleged by the petitioner recites all the correspondence and 
conferences held with respect to the determination of the 
excessive profits of the petitioner for its fiscal year ended 
December 31, 1944. 

6. For lack of knowledge or information sufficient to 
form a belief, respondent denies the allegations contained 
in paragraph V-6 of the petition. 
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23 7. Respondent alleges that the allegations con¬ 

tained in paragraph V-7 of the petition are imma¬ 
terial and irrelevant allegations not requiring answer, but 
insofar as they are deemed material and relevant allega¬ 
tions of fact, it is admitted that the petitioner recited the 
objections stated in paragraph V-7 of the petition in its 
Petition for Review filed with the respondent. 

8. Respondent alleges that the allegations contained in 
paragraph V-8 of the petition are contentious and argu¬ 
mentative not requiring answer, but insofar as they are 
deemed material allegations of fact, they are denied. 

VI 

Respondent admits the allegations contained in para¬ 
graph VI of the petition. 

Respondent denies generally and specifically each and 
every material allegation of fact contained in the petition 
not hereinbefore expressly admitted, qualified, or denied. 

Wherefore, respondent prays that this Court deter¬ 
mine that petitioner’s excessive profits for the fiscal year 
ended December 31, 1944, were not less than $190,000. 
*•#*•*• 
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5. Amended Answer 

30 (Filed June 15, 1954) 

• #**•*• 

Comes now Respondent by its attorney, and pursuant 
to permission of Court, amends its answer by inserting 
after Paragraph VI but before the “wherefore” clause, 
the following: 

VII 

For a First Affirmative Defense respondent alleges: 

1. That petitioner agreed that the time for comple¬ 
tion of renegotiation for the fiscal year involved herein 
should be extended to April 30, 1947, and that it would 
execute an extension agreement so providing. 

2. That respondent, acting by and through duly dele¬ 
gated representatives, relied upon petitioner’s agree¬ 
ment until the time for completion was passed, should 
the Court hold commencement occurred in May, 1945. 

3. That renegotiation proceedings were completed 

on April 30, 1947. 

31 4. That petitioner is estopped to contend that 
renegotiation proceedings herein were not timely com¬ 
pleted, should the Court hold that commencement oc¬ 
curred in May, 1945, or before May 1,1946. 
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6. Reply to Amended Answer 

175 (Filed June 21, 1954) 

REPLY TO AMENDMENT TO ANSWER 

Now comes Petitioner, Northwest Automatic Products 
Corporation, a corporation, by its attorney, and for its 
reply to the First Affirmative Defense alleged in Paragraph 
VII contained in the Amendment to Answer of Respondent, 
and without waiving its objections to said amendment on 
any ground, including the ground that the same is not 
timely nor seasonable, that the same does not conform to, 
but departs from, the proof, and that the same does not 
state facts sufficient to constitute a defense, alleges: 

1. Specifically denies that Petitioner agreed that the 
time for completion of renegotiation for the fiscal year 
involved herein should be extended to April 30, 1947 or at 
all, and specifically denies that Petitioner ever agreed to 
execute an extension agreement so providing. Alleges that 
on or about May 2, 1946 Respondent submitted to Peti¬ 
tioner a proposed agreement and stipulation in writing for 
signature, but that Petitioner refused to sign and did not 
sign the same and so notified Respondent. 

176 2. Admits that if the Court should hold that com¬ 
mencement of renegotiation for the fiscal year in¬ 
volved herein occurred in May, 1945, the time for completion 
thereof expired long before the entry of the order issued on 
April 30, 1947, but specifically denies that Petitioner ever 
agreed to extend said time for completion or that Respond¬ 
ent relied upon any agreement or promise by Petitioner 
to extend said time. 

3. Admits that renegotiation proceedings were not com¬ 
pleted prior to April 30, 1947, but specifically denies that 
such proceedings could be validly completed on April 30, 
1947 for the reason that the time allowed by law therefor 
had already expired. 


4. Admits that if this Court should hold that commence¬ 
ment of such renegotiation proceedings occurred in May, 
1945, or before May 1, 1946, the same were not timely com¬ 
pleted, but specifically denies that Petitioner has been or 
is estopped so to contend. 

5. Except as hereinbefore specifically denied or quali- 
fiedly alleged, denies each and every allegation in said 
Paragraph VII contained. 

Wherefore, Petitioner prays that the relief prayed for 
in its Petition be granted. 





7. Findings of Fact and Opinion oi Tax Court 

903 24 T. C. No. 53 

THE TAX COURT OF THE UNITED STATES 

Northwest Automatic Products Corporation, a Minnesota 
Corporation, Petitioner, v. The United States of Amer¬ 
ica, Respondent. 

Docket No. 798-R. Filed June 23, 1955. 

Petitioner prepared and submitted a Standard Form 
of Contractor’s Report for its fiscal year ended Decem¬ 
ber 31, 1944, to Chicago Ordnance Price Adjustment 
Division (hereinafter called Chicago PAD) on May 4, 

1945, The report was completely filed no later than 
February 11,1946. On May 8,1945, Chicago PAD sent 
a letter to petitioner by regular mail requesting a pre¬ 
liminary conference in respect to renegotiation for peti¬ 
tioner’s fiscal year 1944. Subsequently, Chicago PAD 
sent petitioner a letter, by registered mail, on May 1, 

1946, stating that this letter constituted notice of com¬ 
mencement of a renegotiation proceeding. No time or 
place for conference was set therein. On April 21,1947, 
Treasury Price Adjustment Division sent petitioner 
a letter, by registered mail, setting a date and time 
for a “final renegotiation conference.” The Bureau 
of Federal Supply, acting under delegated authority, 
by appropriate order on April 30, 1947, determined 
that petitioner had realized excessive profits. Held, 
renegotiation proceedings were not timely commenced. 
(A) Neither the letter of May 8,1945, nor the letter of 
May 1,1946, complied with the requirements of section 

403 (c) (1) of the Renegotiation Act of 1943 in 

904 respect to the manner of commencement of a re¬ 
negotiation proceeding by giving the contractor 

reasonable notice, by registered mail, of the time and 
place of a conference. (B) If the letter of April 21, 

1947, represented a sufficient notice of commencement, 
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it was, nevertheless, sent after the one-year period in 
which a renegotiation proceeding might be commenced 
under section 403 (c) (3) of the Renegotiation Act of 
1943, which requires such proceeding to be commenced 
within one year from the close of petitioner’s fiscal 
year, or from the date of filing of its Contractor’s 
Report, whichever is later. 

Benedict S. Deinard, Esq., for the petitioner. 

Harlan F. Leathers, Esq., for the respondent. 

Respondent determined by order dated April 30, 1947, 
that the petitioner, Northwest Automatic Products Corpo¬ 
ration (hereinafter called Northwest), realized excessive 
profits in the amount of $180,275.52 (after adjustment for 
taxes other than Federal taxes) on contracts subject to re¬ 
negotiation for its fiscal year ended December 31, 1944. 
It is stipulated by the parties that the Court shall determine 
excessive profits in the amount of $180,275.52, as previously 
determined by respondent, if renegotiation proceedings 
were timely commenced and timely completed in accord¬ 
ance with the provisions of the Renegotiation Act of 1943, 
or if not so timely commenced or completed, that the peti¬ 
tioner be discharged of all liability for excessive profits. 
The only issues presented are whether the renegotiation 
proceeding was timely commenced, and if so, whether it 
was timely completed. 

Findings of Fact 

Petitioner is a corporation organized and existing under 
the laws of the State of Minnesota with its principal office 
and place of business in Minneapolis, Minnesota. 
905 The War Contracts Price Adjustment Board (here¬ 
inafter called WCPAB) on August 9, 1948, after re¬ 
view and affirmation of a unilateral order of the Bureau 
of Federal Supply, acting on behalf of WCPAB under 
delegated authority, dated April 30,1947, entered its order 
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determining that $180,275.52 (adjusted for taxes other than 
Federal taxes) of profits derived by Northwest from con¬ 
tracts and subcontracts subject to renegotiation for the 
fiscal year ended December 31, 1944, represented excessive 
profits which should be eliminated. 

Petitioner’s fiscal year ended on December 31. 

During the periods in question Frank W. Griswold and 
his wife, Lois R. Griswold, owned the controlling stock 
interest in Northwest. Griswold was also the managing 
officer of North-west. 

In addition to his activity with Northwest, Griswold was 
also interested in several other companies, including Gris¬ 
wold Signal Company (hereinafter called Griswold Signal) 
of which Griswold was the managing officer, though Lois 
Griswold owned all of the outstanding stock, K. P. Manu¬ 
facturing Sales Company (hereinafter called K. P. Mfg.) 
which Griswold also managed and in which he owned the 
controlling stock interest, Screw Machine Products Com¬ 
pany (hereinafter called Screw Machine), a partnership 
consisting of Lois Griswold, and the tw r o daughters of Frank 
Griswold, namely, Geraldine Koch and Lois Mary Gris¬ 
wold (now’ Shaw’). From August 21, 1944, until April 30, 
1945, Grisw’old w’as an equal partner with Jerome J. Bliss 
in a business called Micromatic Metal Products Com¬ 
pany (hereinafter called Micromatic). Griswold 
906 bought Bliss’ interest on April 30, 1945, and there¬ 
after transferred the assets of the partnership to a 
corporation organized as Micromatic Metal Products Com¬ 
pany (hereinafter called Micromatic Co.) which was owned 
and controlled by Griswold. 

During 1944, Northwest made numerous purchases from 
the other companies in w’hich Griswrold was interested, 
summarized below in Schedule I. 
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Schedule 1 


Northwest Automatic Products Corp. 
Purchases from 
Following 
1944 


Griswold 


Date* 

K. P. Mfg. 

Signal 

May 

June 


9,919.88 

July 


17,245.11 

Aug. 


19,305.29 

Sept. 


38,799.84 

Oct. 

1,068.42 

61,218.58 

Nov. 

624.75 

64,648.90 

Dec. 

63.46 

67,471.95 

Total 

1,756.63 

278,609.55 

Adjustments per 


Books 

12-31-44 

(11,663.21) 
( 1,606.38) 
( 2,729.26) 
( 1,122.45) 
( 1,000.00) 
482.99 


260,971.24 


Screw 

Machine 

Micromatic 

Total 

10,367.75 


10,368.00 

12,484.16 


9,920.00 

29,729.00 

2,672.12 


21,983.00 

11,645.72 


50,446.00 

3,137.42 

57,529.54 

122,954.00 

3,236.86 

31,908.71 

100,419.00 

10,090.87 

93,543.84 

171,170.00 

53,640.90 

182,982.09 

516,989.00 


(11,663.21) 
( 1,606.38) 
( 2,729.26) 
( 1,122.45) 
( 1 , 000 . 00 ) 
482.99 


499,351.00 


•There were no purchases for January, February, March or April. 


907 On October 7, 1944, Northwest received a letter 
of preliminary inquiry from Army Service Forces, 
Chicago Ordnance District, Chicago, Illinois, requesting 
completion of a “Standard Form of Contractor’s Report.” 

On April 30, 1945, Northwest forwarded a “Standard 
Form of Contractor’s Report” for its fiscal year ended 
December 31,1944 (hereinafter called Contractor’s Report 
for 1944) to Army Service Forces, Chicago Ordnance Dis¬ 
trict, 38 S. Dearborn Street, Chicago, Illinois, which was 
received by the Chicago Ordnance District Price Adjust¬ 
ment Division (hereinafter called Chicago PAD) on May 4, 
1945. Section A of the Contractor’s Report for 1944 in¬ 
cluded figures showing the total business of Northwest 
for the period (exclusive of cost-plus-fixed fee contracts, 
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of which there were none for the fiscal year 1944) and the 
portion thereof subject to renegotiation, and claims pend¬ 
ing on renegotiable contracts or subcontracts which were 
terminated during the fiscal year 1944. Also included were 
financial reports attached thereto as follows: Reconcilia¬ 
tion of Book Income to Net Income per Federal Income 
Tax Return—Calendar Year 1944; Balance Sheet Decem¬ 
ber 31, 1944; Profit and Loss Statement for the Calendar 
Year 1944. Section A of the Report also included the 
following: 

XII. We (have * * * entered into a formal agreement 
or received an authorized clearance notice under the 
Renegotiation Act with respect to any of our past 
fiscal years. If answer is affirmative, name and ad¬ 
dress of Price Adjustment Board or Section is 
[printed] 

SPOEC, Chicago Ordnance District, Price Adjustment 
Section [typed] 

908 Section B of the Report provided in part as 
follows: 

(Items XIII, XIV, and XV, comprising section B 
of this report are not required to be filled out by con¬ 
tractors or subcontractors w r ho have entered into for¬ 
mal agreements or received authorized clearance no¬ 
tices under the Renegotiation Act wdth respect to any 
past fiscal years. However, the data, if furnished, will 
expedite the disposition of the case and should be pre¬ 
sented if readily available.) [printed] 

Northwest completed Items XIV and XV fully. Item XIII, 
set out below, was not completed. 

XIII. Attached hereto are the following: 

(A) A brief statement (in duplicate) of the nature 
of our pre-war business and the extent and approxi- 
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mate date of its conversion to the war effort; also a 
brief description of our principal peacetime products. 

(B) A statement (in duplicate) showing names and 
addresses of our parent, subsidiary, and affiliated com¬ 
panies or organizations with a brief description of the 
character of their business and the nature and extent 
of their affiliation. Included also is a statement as to 
whether or not we believe that the operations of such 
companies or organizations should be consolidated with 
those of this company for renegotiation on an over-all 
basis if such renegotiation be required. 

Northwest had not received clearance for past fiscal years 
as indicated in the Contractor’s Report for 1944, but had 
received a cancellation notice, dated November 21, 1944, 
for its fiscal year 1943. 

The information not provided in Section B of the Con¬ 
tractor’s Report for 1944 was specifically requested by Chi¬ 
cago PAD by letter on September 18,1945, (described infra) 
and supplied by Northwest in part on November 14, 1945, 
and fully by February 11,1946, (described infra). 
909 The following letter, dated May 8, 1945, was sent 
from Chicago PAD by regular mail to Northwest 
and duly received: 

Ross/flc 

SPOEC 

Price Adjustment Division 

8 May 1945 

Northwest Automatic Products Corporation 
170 Lyndale Avenue North 
Minneapolis 3, Minnesota 

Attention: Mr. F. W. Griswold, Pres. 

Dear Sir: 

Northwest Automatic Products Corporation has been 
reassigned to the Chicago Ordnance District Price Ad¬ 
justment Division for renegotiation under Section 403 
of the 6th Supplemental National Defense Appropria- 
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tion Act 1942 as amended. This renegotiation will 
cover the fiscal year ended 31 December 1944. 

It has been found by past experience that a prelimi¬ 
nary conference with representatives of the contractor 
expedites this w r ork importantly, and it is accordingly 
suggested that a meeting be held between representa¬ 
tives of your company and the undersigned on Friday, 
18 May 1945 at 9:30 A.M. at the offices of the Division, 
Room 805, First National Bank Building, Chicago. We 
trust that your representatives will be able to be here 
at that time, but if the date is not agreeable to you, 
please inform us and suggest another early date. If 
possible, we will arrange for the meeting on the date 
you suggest. 

Very truly yours, 

’ i For: Robert K. McDowell 

Major, Ord. Dept. 

Chief, Price Adjustment 
Division 

Dist: 

Lt. Lubin 

910 Pursuant to the foregoing notice, F. W. Griswold, 

President of Northwest, and J. J. Bliss, then an em¬ 
ployee of Northwest, met with Lt. M. A. Lubin, M. Cawley, 
and William L.’ Ross, representatives of Chicago PAD, in 
Chicago, on May 18,1945. A report of that conference w T as 
prepared by Ross, one of the representatives of Chicago 
PAD present at the meeting. Pertinent portions of that 
report are as follow’s : 

The contractor’s representatives called in response 
to request by this office for preliminary discussion of 
data needed for renegotiation for the fiscal year ended 
31 December 1944. The contractor had already filed 
standard report and complete figures on earnings that 
indicated a basic profit of about 20% on $2,000,000 re- 
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negotiable sales. Total sales were shown to be about 
95% renegotiable. 

*•*•*##•• 

The president of the company, Mr. Griswold, is domi¬ 
nant owner of this business. He has certain other 
manufacturing interests in Minneapolis, * * * Mr. Gris¬ 
wold stated that the independent auditor employed by 
the company, Herman J. Piesch, Baker Bldg., Minne¬ 
apolis had a set of working papers at his office at the 
time of the fire, and that he had been engaged in com¬ 
pleting the 1944 audit and setting up the new books 
to replace those destroyed by fire. It was believed 
that the necessary accounting figures for renegotiation 
would be available shortly. 

It was arranged that Mr. Griswold would immedi¬ 
ately upon his return to Minneapolis advise Mr. Piesch 
of the data required, and that Mr. Piesch upon getting 
this data into shape would communicate with this office, 
and a representative, probably Mr. Cawley, would go 
to Minneapolis to check the data and arrange for any 
additional information needed. 

911 Mr. Piesch was unable to fix a definite date at 
which time the data would be ready for this Division, 
but Mr. Griswold stated that he would ask Mr. Piesch 
to work on it with all possible speed. He will himself 
furnish the remaining facts required unless the audi¬ 
tor has furnished the data by 15 June 1944, a request 
will be made for a definite date for us to receive the 
data. 

On June 12, 1945, Northwest furnished to Chicago PAD 
its “Federal Income Tax Reports” from 1936 to 1941, the 
last audit made by the government reflecting the operations 
of Northwest up to 1941, its Federal income tax return for 
1944 and a certified audit report for 1942 and 1943. 
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On September 18, 1945, Chicago PAD wrote Northwest 
requesting additional information necessary to complete 
preparation of a renegotiation report on the company for 
1944. The information requested included the date and 
state of incorporation of Northwest, a list of its officers 
and directors, a list of its stockholders, the names of affili¬ 
ated companies, to be accompanied by a brief description 
of the operations of each company, the nature of their 
products, their volumes of sales in 1944, the dollar value 
of inter-company business done during 1944, the character 
of affiliation—whether by stock ownership or by common 
ownership, and the amount of renegotiable business done 
by each such company. The request for information of 
affiliates was necessary in order to establish a required find¬ 
ing that the inter-company operations did not adversely 
affect the earnings of Northwest on its renegotiable busi¬ 
ness. A statement as to any price reductions or voluntary 
refunds given to customers of Northwest on 1944 produc¬ 
tion was also requested. 

912 After some delay due to the illness of Griswold, 
Northwest, by letter dated November 14, 1945, sub¬ 
mitted to Chicago PAD the information requested on Sep¬ 
tember 18, 1945, as follows: 

• *#<*•** 

The Northwest Automatic Products Corporation was 
incorporated February 21, 1920 under the laws of the 
State of Minnesota. Officers and Directors at the pres¬ 
ent time are F. W. Griswold, President and Treasurer; 
J. C. Koch, Vice-President; Lois R. Griswold, Secre¬ 
tary. Stockholders: F. W. Griswold and Lois R. 
Griswold. 

The affiliate companies are: 

Micromatic Metal Products Company, a partnership, 
was organized August 21, 1944 by F. W. Griswold and 
J. J. Bliss. This company is engaged in the manu¬ 
facture of screw machine products. In 1944 the total 
sales -were $331,828.02. The machine work performed 
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for the Northwest Automatic Products Corporation 
was $182,982.09. 

Griswold Signal Company was incorporated in Min¬ 
nesota in 1932. The principal business of the Com¬ 
pany is the manufacture and installation of Railroad 
Grade Crossing Signals. In 1944 the total sales were 
$435,505.95. The machine work performed for the 
Northwest Automatic Products Corporation was $278,- 
609.55. Lois R. Griswold holds all the outstanding 
capital stock. 

None of the affiliated companies had business in 1944 
subject to the Renegotiation Act. 

• ••••*••• 

With reference to our losses in the fire of last Feb¬ 
ruary, we wish to advise that our automatic screw 
machines, the secondary operation equipment, and our 
building were destroyed by the fire. 

• ••••#«*• 

Thru the cooperation of the Army Service Forces 
and the War Production Board we were able to buy 
or lease new and second hand replacement equipment 

in this emergency. 

913 We acquired building space in the vicinity of our 

destroyed plant and installed the replacement equip¬ 
ment as soon as it arrived. 

Until production could be started under this arrange¬ 
ment, the Micromatic Metal Products Company and the 
Griswold Signal Company aided us in maintaining our 
production schedules. 

• •••••• 

Griswold’s statement that none of the affiliated com¬ 
panies had business in 1944 subject to the Renegotiation 
Act was erroneous. The Contractor’s Report for 1944 in¬ 
dicates that Northwest had only about $98,000 of sales not 
subject to renegotiation while purchases from affiliate com¬ 
panies were as set forth in Schedule I, swpra. 
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Northwest further stated that the schedule of chief 1944 
price decreases (formally requested by Chicago PAD in the 
letter of September 18, 1945, and previously furnished to 
Chicago PAD on June 12, 1945) had been reviewed, in ac¬ 
cordance with a request of Chicago PAD, by letter dated 
October 31, 1945, and “that the schedule presents a true 
picture of our company’s performance in reducing prices.” 

On November 14, 1945, Northwest also forwarded Chi¬ 
cago PAD a copy of its balance sheet as of September 30, 
1945, to be considered in granting an extension of time un¬ 
til December 31, 1946, for the payment of any renegotia¬ 
tion refund. 

A further conference was held between the representa¬ 
tives of Northwest and Chicago PAD in Minneapolis on 
November 27, 1945. 

On December 12, 1945, Bliss made the following state¬ 
ment to Chicago PAD: 

914 In my own mind at the present time, after learning 
things I have, and looking into the whole matter— 
this is what we have had to work on. Northwest’s 
statement and picture as of 1944 is incorrect. I know 
that a good deal of production of Northwest is not re¬ 
flected in the records. At least on parts Northwest 
manufactured for others that will not be reflected in 
your sales. 

At that date, Bliss was no longer employed by Northwest, 
having been dismissed in October, and was currently en¬ 
gaged in a court battle with Griswold in respect to the sale 
of Bliss’ half interest in Micromatic in April 1945. Bliss 
was suing Griswold and Micromatic Co. in an effort to set 
aside the sale of the half interest in Micromatic and to 
obtain a partnership dissolution and accounting. (The 
case was ultimately tried on its merits on September 13, 

1948, and decision was entered for Griswold on February 4, 

1949. ) Bliss had not been in contact with Chicago PAD 
on behalf of Northwest at least from the beginning of 
October 1945. 
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Subsequently, on January 3, 1946, Griswold and Baker, 
then employed by Northwest, met with the representatives 
of Chicago PAD, in regard to Micromatic. Discussion at 
that meeting concerned mainly the situation that existed 
between Griswold and Bliss in respect to Micromatic and 
the effect that the claims of Bliss might have on Northwest. 
In order to substantiate various figures, Griswold agreed 
to consider submission of audit reports on Northwest, Gris¬ 
wold Signal and Micromatic. 

On February 11,1946, Chicago PAD received from Gris¬ 
wold the following letter, under the letterhead of 
915 Griswold Signal Company, 1706 Linden Avenue, 
Minneapolis, Minnesota, together with each of the 
various documents indicated as enclosed, in accordance with 
a request by Chicago PAD at the January 3rd meeting: 

Gentlemen: 

I am enclosing the following: 

Statement of Affiliations (3 copies) 

Audits: 

Northwest Automatic Products Corporation 

3 Copies for the Calendar Year 1943 

3 Copies for the Calendar Year 1944 

Griswold Signal Company 

3 Copies for the Calendar Year 1943 

3 Copies for the Calendar Year 1944 

Micromatic Metal Products Company 

3 Copies for the Eight-month Period 
Beginning September 1, 1944 and 
Ended April 30, 1945. 
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Tax returns: 

Federal and Minnesota Corporation Returns 
1943 and 1944—Griswold Signal Company & 
Northwest Automatic Products Corp. (Amended) 
Federal and Minnesota Partnership Returns—1944 
Micromatic Metal Products Company (Amended) 

Will you kindly acknowledge receipt of the above on the 

enclosed copy of this letter. 

Yours very truly, 

(Signed) F. W. Griswold 
F. W. Griswold 

Chicago PAD wrote Griswold at Griswold Signal on Feb¬ 
ruary 25, 1946, again requesting a Standard Form of Con¬ 
tractor’s Report for Northwest for 1943, for Screw Ma¬ 
chine Products Company for 1944, and for Griswold 
916 Signal for 1943 and 1944, as well as three copies 
of an audit report on Screw Machine for 1944. In 
addition, Chicago PAD requested a statement from Gris¬ 
wold of the dollar sales, profit, and a brief description of 
the type of business of the other companies which he had 
previously indicated were non-renegotiable. 

Griswold responded to the request of Chicago PAD by 
letter on March 7,1946, forwarding each of the contractor’s 
reports specified, an auditor’s report on Screw Machine 
for the fiscal year ended September 30, 1945, and a de¬ 
scription of the business, dollar sales and profits, for K. P. 
Manufacturing & Sales Company, West Manufacturing Co., 
The Lubricator Corporation, and Specialty Sales & Service 
Corporation. 

On March 14, 1946, Chicago Ordnance PAD made a fur¬ 
ther request of Griswold to submit a Standard Form of 
Contractor’s Report on Micromatic for the period ending 
April 30,1945. In addition, Chicago PAD made the follow¬ 
ing requests: 
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* * * it is requested the Standard Forms attached, 
hereto, on Northwest Automatic Products Corporation, 
Griswold Signal Company and West Manufacturing 
Company for the fiscal year ending 31 December 1945 
and Screw Machine Products Company for the fiscal 
year ending 30 September 1945 be submitted to this 
office by 31 March 1946 together with a statement of 
the dollar sales, profit, and brief description as to the 
type of business of the other affiliated companies for 
the year 1945. If tax returns have been filed on the 
above companies, please inclose a copy with the Stand¬ 
ard Form. 

917 Your attention is invited to Section A, II of the 
Standard Form dealing with the segregation of your 

sales between renegotiate and non-renegotiable. A 
careful study should be made of your sales to deter¬ 
mine the proper amount of renegotiate sales. 

On May 1, 1946, Chicago PAD sent the following regis¬ 
tered letter to Northwest with the intention of formally 
commencing renegotiation proceedings: 

918 * MRCahill/bm 

Franklin 4900 
Extension 850 

SPOEC 

Price Adj. Division 1 May 1946 

VIA REGISTERED MAIL 


Northwest Automatic Products Co. 
170 Lyndale Avenue N. 
Minneapolis 3, Minnesota 


Gentlemen: 


Attention: Mr. F. W. Griswold, 
President. 


The War Contracts Price Adjustment Board has deter¬ 
mined that renegotiation proceedings under the Renegotia¬ 
tion Act (Title VII of the Revenue Act of 1943) for your 
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fiscal year ended 31 December 1944 shall be conducted ini¬ 
tially by this office. 

This notice, sent by registered mail, constitutes com¬ 
mencement of the renegotiation proceedings in conformity 
with the provisions of subsection (c)(1) of the Renegotia¬ 
tion Act. 

Very truly yours, 

(Signed) M. R. Cahill 
M. R. Cahill 
Renegotiator 

for: John W. Browning 

Chief, Price Adjustment 
Distribution: Division 

Mr. Lubin 
Mr. Cahill 
Accts. File 

919 On that same date, Browning, Chief of Chicago 
PAD, wrote Griswold another letter, as follows: 

W Browning/ihv 
Franklin 4900 

; Extension 247 

SPOEC—Price Adjustment 

Division 1 May 1946 

Mr. Frank Griswold 

Northwest Automatic Products Company 
170 Lyndale Avenue, North 
Minneapolis 3, Minnesota 

Dear Mr. Griswold: 

Enclosed are an original and four copies of a stipulation 
to extend the time for completion of renegotiation of North¬ 
west Automatic Products Company for its fiscal year ended 
31 December 1944. Under the statute renegotiation must 
be completed within a year from the time renegotiation 
proceedings were commenced. There is a difference of 
opinion as to when renegotiation commences in a particular 
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case, but in order to be on the safe side we have been in¬ 
structed by Washington to obtain extensions in all cases 
where any doubt may arise. In this particular case, rene¬ 
gotiation could not have commenced prior to the date this 
office had its first meeting with you last summer. 

Also enclosed are original and four copies of a resolution 
which should be passed by the Board of Directors of the 
Northwest Automatic Products Company and certified by 
the Secretary. 

I intended to mention this to you when you -were in the 
office yesterday afternoon but the matter was overlooked. 
If you can take care of this right away it will be appreciated, 
and Mr. Cahill will pick up the executed papers when he is 
in Minneapolis this week. 

Very truly yours, 

John W. Browning 

Chief, Price Adjustment Division 

2 Incls. 

Extension of Time (5 cys) 

Resolution (5 cys) 

920 The attached stipulation to extend the time for 
completion of renegotiation was never signed or exe¬ 
cuted by Northwest. 

On May 7,1946, M. A. Cahill, on behalf of Chicago PAD, 
met with Griswold, Mr. Baker, then employed by North¬ 
west, and Mr. Solstad of the accounting firm of Peat, 
Marwick & Mitchell, at the Northwest plant in Minne¬ 
apolis, to discuss an audit of Micromatic for the fiscal 
year ended April 30, 1945, and inter-company transactions 
that Micromatic might have had with affiliate companies, in 
particular with regard to any failure to bill these affiliates 
for parts produced by Micromatic. 

Subsequently, Griswold tentatively authorized Peat, 
Marwick & Mitchell to make an audit of Micromatic for 
the period ended April 30, 1945, and also to prepare an 
audit of Micromatic Co. for its fiscal year ended April 
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30, 1946. Further, audits were tentatively authorized 
for Northwest, Griswold Signal, and Screw Machine. The 
completed audits were all to be furnished to Chicago PAD. 

An audit of Micromatic had previously been made by 
Hines & Wilkerson, an independent certified public ac¬ 
counting firm. No copy of that report was furnished to 
Peat, Marwick & Mitchell or Griswold at this time because 
of certain points in dispute between Bliss and Griswold, 
the former partners in Micromatic. Chicago PAD was 
anxious to have another independent audit for the purpose 
of comparison with that already prepared by Hines & 
Wilkerson. At a later time, on June 3,1946, Chicago PAD 
did furnish Peat, Marwick & Mitchell with the Hines re¬ 
port and on June 4, 1946, also sent Griswold a copy. 
921 On May 23, 1946, Griswold furnished Chicago 
PAD a completed Standard Form of Contractor’s 
Report for Northwest and for Griswold Signal for the 
year ended- December 31, 1945, for Screw Machine for the 
year ended September 31, 1945, and for Micromatic for the 
period ended April 30, 1945. 

On June 4, 1946, Chicago PAD acknowledged receipt 
of the various documents forwarded by Griswold on May 
23, 1946, and also indicated that it would be necessary 
to have the financial reports on Griswold Signal and 
Northwest for 1945, and for Screw Machine for the period 
ending September 30, 1945, required by Section A-I of the 
Standard Form of Contractor’s Report. In that same 
communication Chicago PAD indicated that Micromatic 
Co. had been assigned to that office for renegotiation for 
the period from April 30, 1945, through December 31, 
1945, and requested submission of the Standard Form of 
Contractor’s Report for Micromatic Co. for that period. 

On July 3, 1946, Griswold, on behalf of Micromatic 
Co., wrote Chicago PAD, in part, as follows: 

* * * I regret that you feel disappointed in progress 
made towards auditing the affairs of Micromatic 
Metal Products Company. However, I feel that your 
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disappointment must be traceable to a misunder¬ 
standing as to the commitments made at the confer¬ 
ence in your office on April 4. If you will consult 
the stenographic notes that were taken, I am con¬ 
fident that you will find that I did not unconditionally 
agree to have another audit made. What I stated 
at the conference was, that if the investigation indi¬ 
cated that any of the charges which your Mr. Cahill 
reported were made to him by Mr. Bliss and his 
counsel had any foundation in fact, that then I my¬ 
self would insist upon having a complete audit made 
of the affairs of the Companies by independent ac¬ 
countants. 

922 However, investigation of those charges disclosed 
that they were absolutely without foundation. * * • 


I have examined the report prepared by Hines & 
Wilkerson dated May 28, 1946, which you were kind 
enough to forward to us. But I find nothing in the 
report except wholly unsupported charges. There is 
nothing in their investigation or report that would 
justify the Company in undertaking the expense of 
a re-audit. 

You no doubt know that the Bureau of Internal 
Revenue is now checking the companies in which I am 
interested, including Micromatic Metal Products Com¬ 
pany for the fiscal period of the partnership ending 
April 30, 1945, and also for the subsequent fiscal 
period. I am advised by my counsel that the services 
of the Bureau are, by the express provisions of the 
Renegotiation Act, made available to you for the pur¬ 
pose of making examination and audits. I know of 
no reason why you should not have access to the 
Bureau’s report when it is completed. I am satisfied 
that you will find that report will verify the state¬ 
ments that I have already submitted to you. 
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I had certain preliminary conversations with the 
firm of Peat, Marwick & Mitchell relative to prepara¬ 
tion of an audit in the event that any occasion for it 
might arise. For the reasons already indicated, no 
order was ever given to that firm to make an audit. 

I have always stood ready, and am now ready and 
willing to furnish you any information, records or 
data which you may consider necessary or helpful, 
and to cooperate with you fully. However, I know 
of no occasion for duplicating the work that has 
already been done and submitted to you. 

On April 21, 1947, the Treasury Department Price 
Adjustment Board (herinafter called Treasury PAD), to 
whom the various renegotiation proceedings pending at 
Chicago PAD in respect to petitioner and other 
923 of Griswold’s companies had been transferred, sent 
the following letter to Northwest: 

April 21, 1947 

REGISTERED-AIR MAIL 

Northwest Automatic Products Corp. 

170 Lyndale Avenue North 
Minneapolis, Minnesota 

Gentlemen: 

A final renegotiation conference with regard to re¬ 
negotiation proceedings for your fiscal year ended 
December 31, 1944, is set for Wednesday, April 30, 
1947, at 10:00 a.m., Room 5304 Procurement Division 
Building, 7th & D Streets, S.W., Washington 25, D. C. 
Confirmation of this date is requested. 

Very truly yours, 

Raymond Eberly, Chairman 
Treasury Department Price Adjustment Board 

GAP/cm 


45 


Subsequent to receipt of the letter from Treasury PAD, 
Northwest, by its attorneys, wrote Treasury PAD on April 
25, 1947, in pertinent part, as follows: 

Dear Sir: 

This is to acknowledge receipt of your registered 
airmail letter of April 21, 1947 addressed to North¬ 
west Automatic Products Corporation at 170 Lyndale 
Avenue North, Minneapolis, Minnesota, notifying that 
“final renegotiation conference” has been set for Wed¬ 
nesday, April 30, 1947, at your office, with respect to 
the Company’s fiscal year ended December 31, 1944. 
924 The writer has had considerable correspondence 
with your office with respect to renegotiation of 
Micromatic Metal Products Company. That cor¬ 
respondence has, incidentally, touched upon the pend¬ 
ing renegotiation of Northwest Automatic Products 
Corporation but for the following fiscal year, ended 
December 30, 1945. So far as I know, your letter of 
April 21, 1947 is the first communication from your 
office with respect to the proposed renegotiation for 
the year 1944. 

On behalf of Northwest Automatic Products Cor¬ 
poration, I wish to call to your attention that you 
seem to be proceeding under a misapprehension as 
to the pendency of renegotiation proceedings for the 
year 1944. As you know, the Renegotiation Law 
(Subsection (c)(3)) provides that all liability of the 
contractor or subcontractor for excessive profits shall 
be discharged unless an agreement or order deter¬ 
mining the amount of excessive profits he made within 
one year following commencement of renegotiation 
proceeding. On May 8, 1945, the Price Adjustment 
Division of the Chicago Ordnance District, which 
then had charge of the matter, gave the Company 
notice of conference to be held in Chicago, Illinois, on 
May 18, 1945, with respect to the fiscal year ended 
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December 31, 1944; that conference, I understand, was 
held at the time and place set. Therefore, under the 
provisions of the Renegotiation Law, the time within 
which an order might be made expired on May 8, 
1946. No order, of course, was entered within that 
time. The Company thereupon closed its books for 
the fiscal year 1944, in the belief that no renegotia¬ 
tion refund would be required for that year, and that 
the proceedings were at an end. We believe that if 
you will review the file transmitted to you by the 
Chicago Ordnance District, you will agree that the 
matter has been closed. Under the circumstances, it 
would appear unnecessary to hold further conference, 
and my client would appreciate being relieved of 
travelling to Washington needlessly. 

We would appreciate telegraphic confirmation that 
the conference will be cancelled, so that my client and 
I may plan in time. If we do not receive notice of 
cancellation, we will, of course, feel constrainted to 
attend and will be present at your office at the time 
set. In that case, however, my client and I wish to 
make it plainly understood that the Company does 
not, by agreeing to appear at the conference, 
925 or by appearing, admit that any renegotiation pro¬ 
ceedings are legally pending, affecting the fiscal 
year 1944, nor waive its position that the time for 
making a renegotiation award for the fiscal year 
ended December 31, 1944, has long since expired, and 
that you have no jurisdiction at this time to proceed 
in the matter. 

Treasury PAD responded on April 28, 1947, by tele¬ 
gram, stating: “Letter May 1, 1946, started renegotiation. 
Conference scheduled April 30 remains effective.” 

Northwest attended said conference in Washington 
subject to preservation of its objection thereto on the 
ground that any liability for excessive profits should 
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be immediately discharged in accordance with the 
statute. 

926 

Opinion 

Fisheb, Judge: The issues presented for our con¬ 
sideration are whether a renegotiation proceeding in 
respect to petitioner for its fiscal year ended December 
31, 1944, was timely commenced or, if so timely com¬ 
menced, whether it was timely completed in accordance 
with the provisions of section 403(c)(3) of the Renegotia¬ 
tion Act of 1943. Questions raised in connection with 
these issues are indicated below in the statement of peti¬ 
tioner’s and respondent’s several contentions, and are 
considered, to the extent required, in our discussion. 

The Renegotiation Act of 1943 (as amended by the 
Revenue Act of 1943, which became effective on February 
25, 1944,) applicable to fiscal years ended after June 30, 
1943, limits the period in which a proceeding to determine 
excessive profits may be commenced and also the period 
in which it must be completed if so timely commenced. 
Failure either to timely commence or timely complete a 
renegotiation proceeding for any fiscal year relieves the 
contractor (or subcontractor) of all liability for such 
year. Section 403(c)(3) of the Act provides, in part, as 
follows: 

No proceeding to determine the amount of excessive 
profits shall be commenced more than one year after 
the close of the fiscal year in which such excessive 
profits were received or accrued, or more than one 
year after the statement required under paragraph 
(5) is filed with the Board, whichever is the later, and 
if such proceeding is not so commenced, then • • • 
all liabilities of the contractor or subcontractor for 
excessive profits received or accrued during such fiscal 
year shall * • * be discharged. * • • 

927 With respect to completion of a proceeding timely 
commenced, section 403(c)(3) further provides: 
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If an agreement or order determining the amonnt of 
excessive profits is not made within one year follow¬ 
ing the commencement of the renegotiation proceed¬ 
ing, then upon the expiration of such one year all 
liabilities of the contractor or subcontractor for ex¬ 
cessive profits with respect to which such proceeding 
was commenced shall thereupon be discharged, ex- 
i cept • * * such one-year period may be extended by 
mutual agreement. 

Paragraph (5), referred to in section 403(c)(3) in 
respect to the contractor’s statement required for deter¬ 
mining the period for timely comencement, provides, in 
pertinent part, as follows: 

Every contractor and subcontractor * * • shall, in 
such form and detail as the Board may by regulations 
prescribe, file with the Board on or before the first 
day of the fourth month following the close of the 
fiscal year * * * a financial statement setting forth 
such information as the Board may by regulations 
prescribe as necessary to carry out this section. * * * 

It is further provided, that, 

In addition to the statement required * * * every such 
contractor or subcontractor shall, at such time or 
times and in such form and detail as the Board may 
by regulations prescribe, furnish the Board any in¬ 
formation, records, or data which is determined by 

the Board to be necessary to carry out this section. 

* • • 


In accordance with the provisions of the Act in section 
403(c)(5), the Board has promulgated Renegotiation 
Regulation 222, in pertinent part, as follows: 

(1) The “Standard Form of Contractor’s Report” 
* * * is hereby prescribed as the form of mandatory 
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financial statement generally required to be filed by 
contractors and subcontractors. 

928 

222.1 Sufficiency of Contents. 

• • * The Reports are required to comprise all the 
information and exhibits specified by the forms and 
the instructions. However, if all the information 
called for by the appropriate “Standard Form of Con¬ 
tractor’s Report” has been furnished by the contrac¬ 
tor to an Agency authorized to conduct renegotiation 
proceedings under the 1943 Act, the contractor may 
complete the “Standard Form of Contractor’s Report” 
by incorporating by reference the information so 
furnished and making a specific statement of the 
time and place of such filing. In such case, the fact 
that the information has been received will be certified 
to by the renegotiating Agency on the copy of the 
“Standard Form of Contractor’s Report” which it 
will forward to the War Contracts Board within sixty 
days after the date of receipt of the Report by such 
Agency. A “Standard Form of Contractor’s Report” 
so prepared and filed will be deemed to constitute 
a sufficient compliance with the mandatory filing re¬ 
quirements * * # in the absence of a notice of in¬ 
sufficiency sent to the contractor within 90 days afteT 
the Report has been filed. 

The manner of timely commencement is specifically 
provided for in the Act in section 403(c)(1), as follows: 

Whenever, in the opinion of the Board the amounts 
received or accrued under contracts with the De¬ 
partments and subcontracts may reflect excessive 
profits, the Board shall give to the contractor or 
subcontractor, as the case may be, reasonable notice 
of the time and place of a conference to be held with 
respect thereto. The mailing of such notice by 
registered mail to the contractor or subcontractor 
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shall constitute the commencement of the renegotia¬ 
tion proceeding. 

Renegotiation Regulation 241 merely reiterates that re¬ 
negotiation proceedings are commenced by the mailing, by 
registered mail, of reasonable notice of the time and 
place of a conference to be held with respect to 
929 the renegotiation, and provides a form (in para¬ 
graph 721 of the Regulations set out below 1 ) which 
may be used for such purpose. 

We think that our analysis of the problem will be more 
readily followed if we first state in some detail the series 
of closely interrelated alternative contentions of peti¬ 
tioner and respondent. 

Petitioner first contends that the letter from Chicago 
PAD, dated May 8, 1945, setting a “preliminary confer¬ 
ence” between Northwest and the representatives of Chi¬ 
cago PAD, timely commenced renegotiation proceedings 
in respect to petitioner for its fiscal year ended December 
31, 1944, despite transmittal by other than registered mail. 
This contention is made conditionally, and only in con¬ 
nection with its related argument, that if the letter had 

1 (Assignee Department or Service) 

Date 


Gentlemen: 

The War Contracts Price Adjustment Board lias determined that renegotia¬ 
tion proceedings under the Renegotiation Act (Title VII of the Revenue Act 

of 1943) for your fiscal year ended.shall be conducted initially by 

this office. 

A conference with you with respect to this matter is hereby set for. 

at.if that time is not convenient, kindly advise us promptly 

in order that a continuance may be arranged. 

This notice, sent by registered mail, constitutes commencement of the 
renegotiation proceedings in conformity with the provisions of subsection (c) 
(1) of the Renegotiation Act. 


Very truly yours, 
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the effect of timely commencement the determination of 
excessive profits issued by the Bureau of Federal Supply 
on April 30, 1947, was not made within the one-year 

930 period following commencement of the proceeding as 
required under section 403(c)(3) of the Act. Peti¬ 
tioner’s second contention is that the filing of the Contrac¬ 
tor’s Report for 1944 on May 4, 1945, in accordance with 
section 403(c)(5) of the Act, marked the beginning of the 
one-year period in which renegotiation proceedings might 
be commenced under section 403(c)(3), and that no pro¬ 
ceeding was so timely commenced within one year from 
that date, (a) because the letter from Chicago PAD, dated 
May 1, 1946, purporting to commence the proceeding was 
a nullity since there was not set therein any time or place 
for an initial conference as required by section 403(c)(1) 
of the Act, and (b) because the letter from Treasury 
PAD, dated April 21, 1947, sent by registered mail and 
setting a “final renegotiation conference,” if sufficient to 
comply with the requirements of section 403(c)(1) in re¬ 
spect to notice of commencement, was sent after the one- 
year period in which the proceeding might be commenced. 
Petitioner further contends, in response to a position 
taken by respondent and set forth below, that if its Con¬ 
tractor’s Report for 1944 was not sufficiently complete 
and accurate to comply with the requirements of the Act 
(and regulations promulgated thereunder) as of the date 
it was first filed, May 4, 1945, such additional information 
and data as was required to so complete the Report was 
finally filed with Chicago PAD at least by February 11, 
1946. Accordingly, if the notice of May 1, 1946, was a nul¬ 
lity, the notice of April 21, 1947, regardless of whether or 

not it was in compliance with the provisions of the 

931 Act respecting notice of commencement, could not 
timely commence a renegotiation proceeding having 

been sent more than one year after even the February 11, 
1946, date of filing of the required Contractor’s Report. 











Respondent contends, on the other hand, that the regis¬ 
tered letter of May 1, 1946, which omitted the paragraph 
of the form letter (see note 1, supra) setting a time and 
place for an initial conference, "was sufficient to timely 
commence the renegotiation proceeding, since several con¬ 
ferences had already been held between the parties and 
another had been set by agreement shortly before May 1 for 
several days hence. Accordingly, completion of the pro¬ 
ceeding on April 30, 1947, would also be timely. Re¬ 
spondent further argues that the letter of May 8, 1945, 
did not commence a renegotiation proceeding, since it was 
merely a preliminary notice of conference and was not 
sent to petitioner by registered mail as required by sec¬ 
tion 403(c)(1), but respondent contends by affirmative 
pleadings, if that letter did constitute a commencement 
then petitioner is estopped from asserting that the pro¬ 
ceeding was not timely completed on April 30, 1947, 
because of an alleged agreement between the parties to 
extend the period for completion. Respondent’s last con¬ 
tention is that the period for commencement of a renegotia¬ 
tion proceeding had not begun to run until July 3, 1946, 
at which time the petitioner’s Contractor’s Report re¬ 
quired by section 403(c)(5) was first completely and 
accurately filed, and that the notice of April 21, 1947, 
setting a “final renegotiation conference,” in all par- 
932 ticulars met the requirements of a commencement 
notice, and therefore, did timely commence the pro¬ 
ceeding within one year from the date of the filing of peti¬ 
tioner’s financial statement. It is argued, therefore, that 
the proceeding was timely completed by the order of 
April 30, 1947. 

We first consider whether the letter on May 8, 1945, 
from Chicago PAD requesting a preliminary conference 
with representatives of Northwest commenced renegotiation 
proceedings in respect to petitioner for its fiscal year 
ended December 31, 1944, in accordance with the provi- 
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sions of the Renegotiation Act of 1943. For the reasons 
set ont below we do not think that this letter was either 
intended to commence a proceeding or that it complied 
with the requirements of a notice of commencement under 
section 403(c)(1) of the Act. 

The letter in question has been fully set out in our 
Findings of Fact and we need only summarize briefly 
the mode of transmission and its contents. The letter 
was sent by regular mail. It indicated that Northwest 
had been reassigned to Chicago PAD for renegotiation 
for its fiscal year 1944, and that past experience pointed 
to the importance of a preliminary conference with the 
representatives of the contractor in expediting the work 
of the Board. Accordingly, a meeting was requested for 
May 18, 1945. 

Petitioner contends (conditionally, as set forth supra) 
that this communication fulfills all of the essential statu¬ 
tory requirements of section 403(c)(1) for a notice 
933 of commencement, since it reports reassignment of 
Northwest to Chicago PAD for renegotiation, and 
since it gives reasonable notice of a time and place of 
a conference to be held with respect to renegotiation. Peti¬ 
tioner argues that designation of the conference as “pre¬ 
liminary” is unimportant and that the meeting was in¬ 
tended to be an “initial” conference on the matter, which 
was then ready for renegotiation, the Contractor’s Re¬ 
port for 1944 having been filed on May 4. Petitioner 
further argues that failure to mail the letter of May 8, 
1945, by registered mail does not render it ineffective to 
commence a proceeding, since the petitioner did in fact 
receive the notice and subsequently acted upon it by at¬ 
tending the May 18, 1945, meeting held in Chicago. 

We cannot agree with petitioner’s contentions. In 
Harold F. Buck v. War Contracts Price Adjust. Board, 
10 T.C. 623 (1948), we had occasion to consider what con¬ 
stitutes commencement of a renegotiation proceeding 
under the statutory provisions here applicable. By enact- 
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ing the Revenue Act of 11)43, Congress, in effect, com¬ 
pletely rewrote the limitations provisions of the Renego¬ 
tiation Act for years ending after June 30, 1943, provid¬ 
ing for both a period in which a renegotiation must be 
commenced and in -which it must be concluded. For the 
first time a specific manner for commencement was pro¬ 
vided for in section 403(c)(1) requiring that whenever, 
in the opinion of the Board, the amounts received or ac¬ 
crued under war contracts may reflect excessive profits, 
the Board shall give the contractor reasonable 
934 notice of the time and place of a conference to be 
held with respect thereto and that the mailing of 
such notice, by registered mail, shall constitute the com¬ 
mencement of the renegotiation proceeding. In Buck the 
letter purporting to commence renegotiation merely con¬ 
tained a request for the submission of certain data and 
information. We held that Congress, when, for the first 
time, it prescribed a specific manner of commencement, 
w'as fully aware of the numerous different and conflicting 
interpretations previously existing as to what constituted 
a commencement, and did not intend that the making of a 
request for submission of data and information on which 
the renegotiation might be based would also constitute 
commencement. We stated: 

To the contrary, we think that * * * for the purpose 
of starting the newly established period of limita¬ 
tion * • * Congress did not intend that a request for 
data and information was to be regarded as the com¬ 
mencement of renegotiation. 

The reasoning there expressed is applicable here in 
respect to the letter of May 8, 1 945. -which in the circum¬ 
stances of this case^ we think ,w as intend ed as a prelim¬ 
inary step with a view toward renegotiation. The pur¬ 
pose ot tne proposed conference appears to have been pri¬ 
marily exploratory. However, even if the officials of 
Chicago PAD were at any time of the opinion that the 
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letter of May 8, 1945, or any other act or communication 
prior to that of May 1, 1946, commenced renegotiation, 
as might be indicated by their statement in the letter of 
May 1, 1946, that “There is a difference of opinion 

935 as to when renegotiation commences in a particular 
case * * *,” we nevertheless hold, as we did in the 

Buck case, that Congress did not intend that a notice 
such as the one here in question should have the effect 
of a commencement of renegotiation. If Congress had 
so intended it would no doubt have plainly provided for 
alternative forms of notice of commencement. 

Moreover, it is vital to commencement of a proceeding, 
within the meaning of the Act, that the notice of com¬ 
mencement be sent by registered mail. The statu te is 
ex plicit in this respect ajicLi4--is^.immaterial that IsTorth- 
w'est did in facTrecetye the communication. It is evident 
thafTn view of the difficulties faced under earlier Renego¬ 
tiation Acts in construing the acts and circumstances 
which constituted commencement of a proceeding, Con¬ 
gress had this very problem in mind when it virtually 
rewrote the renegotiation law by passage of the Renego¬ 
tiation Act of 1943. Mailing of the notice of commence¬ 
ment by registered mail is an act of sufficient definiteness 
to dispell most doubts in respect to when a proceeding is 
formally commenced for the purpose of applying the 
limitations on commencement and completion of a re¬ 
negotiation proceeding. Congress obviously intended 
thereby to eliminate, to the extent possible, uncertainty as 
to timely commencement and as to the beginning of the 
critical period for timely completion of a proceeding. 

We have previously considered a like issue involving 
the necessity of mailing a notice of deficiency by registered 
mail in order to determine whether a petition there- 

936 from to this Court is timely filed within the per¬ 
missible 90 days. In Henry M. Day , 12 B.T.A. 161 

(1928) where a deficiency notice w T as admittedly delivered 
manually, we said, 
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* * # that Congress intended, in providing for notice 
in a certain manner, i.e., by registered mail, to exclude 
all other forms as the condition precedent to our 
jurisdiction. This view has much weight because of 
the many difficulties of proof which would attend a 
determination of whether we had jurisdiction or not 
once it should be held that the method prescribed by 
statute is not the exclusive method. • * • 

See also, Henri/ Wilson, 16 B.T.A. 1280 (1929); William 
M. Greve, 37 B.T.A. 450 (1938); John A. Gebelein, Inc., 
37 B.T.A. 605 (1938); Oscar Block, 2 T.C. 761 (1943); 
Midtown Catering Co., 13 T.C. 92 (1949). In the Block 
case we aded to this view the belief that to hold otherwise 
would deprive the statute of some of the important bene¬ 
fits which Congress intended should be derived from it. 
The principle underlying our decisions in these tax cases 
is equally applicable to a case involving commencement 
of a renegotiation proceeding. It is that all parti es b e 
pr operly apprised of commencement in order to eliminate 
doubt as to the moment of commencement. Provision for 
sending such notice of commencement by registered mail 
provides an adequate means of meeting this need and 
must be deemed a necessary requirement in every case if 
those benefits intended by Congress are to be 
assured. 

937 We come then to consider whether the letter of 
May 1, 1946, timely commenced renegotiation. This 
letter also has been fully set out in our Findings of Fact. 
In form it is largely as prescribed in the Regulations, stat¬ 
ing that renegotiation proceedings with respect to petitioner 
for its fiscal year ended December 31, 1944, were to be 
conducted initially by Chicago PAD, and that the notice 
sent by registered mail constituted commencement of the 
renegotiation proceeding, except that no time or place was 
set for a conference in respect to renegotiation. 

Petitioner contends that the notice of May 1, 1946, was 
materially defective since the most important element of 
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a notice of commencement, namely, the time and place of 
conference, was not contained therein. Respondent, on the 
other hand, argues that, in the circumstances of this case, 
it is immaterial that no conference was set. In this con¬ 
nection, respondent urges that a conference had been held 
_thfe- d a y - b e f ore (on April 30, 1946) and that another had 
been arranged for the following week. There is little in the 
record to indicate what generally transpired at the ‘ ‘con¬ 
ferences,” or what their significance may have been. With 
respect to the meeting of April 30, 1946, the record indi¬ 
cates only that the representatives of Chicago PAD and 
Griswold were in contact with each other. J>ut the sur round- 
ing circumstances and the purposes of that meeting are 
not made clear, except that the meeting appears to have 
related to Micromatic and not Northwest. The other 
938 meeting (the following week) occurred when Mr. 

Cahill, one of the representative of Chicago PAD, 
was in Minneapolis on other business. At that time he 
was to pick up the extension agreements sent by Chicago 
PAD to Griswold on May 1 (see Findings of Fact, supra), 
if they had been executed by Griswold. He was also to 
contact Peat, Marwick & Mitchell with respect to a proposed 
audit of Micromatic. It appears that after some unfriendly 
telephone conversations between Cahill and Griswold, the 
substance of which is not fully apparent from the record, 
Cahill met with Griswold at the Northwest plant. However, 
we find nothing in the record to support the view that either 
of these so-called conferences had any formal significance 
or was intended to be in substitution for the conference with 
respect to which reasonable notice of time and place is re¬ 
quired by the provisions of section 403(c)(1). It is mani¬ 
fest that the only manner in which a renegotiation proceed¬ 
ing may be commenced is that provided in said section, 
the requirements of which have already been set forth. This 
includes the requirement that the registered letter give to 
the contractor “reasonable notice of the time and place of 
a conference.” See Oregon Brass Works v. W.C.P.A.B., 
16 T.C. 1145 (1951). That the letter of May 1,1946, did not 


58 


give such notice is not disputed. We find neither reason nor 
authority for disregarding such specific statutory standards 
or requirements. 

939 The instant case is clearly distinguishable from 
United States v. Wissahickon Tool Works, (D. C., 

S.D. N. Y., 1951) 99 F. Supp. 331, affirmed (C.A. 2, 1952) 
200 F. 2d 936, where the usual letter informing the con¬ 
tractors of commencement of renegotiation proceedings re¬ 
ferred to the fiscal year ended December 31,1943, when the 
contractors ’ fiscal year in fact ended July 31, 1943. The 
court held that defendants’ contention was “little more than 
a quibble,” and that while the giving of a proper notice 
is a statutory prerequisite to the institution of renegotiation 
proceedings, under the circumstances there considered, the 
letter was sufficient notice^ It was clear that the contractors 
had not been misledCaujJ the error did not involv e a.n y 
element which is set forth in the statute as one required 
to be included in the statutory notice of commencement. As 
applied to the facts of the instant case, however, the statute 
is clear and must be administered without judicial modifica¬ 
tion. If Congress had intended only that the contractor be 
given reasonable notice of commencement by registered 
mail, it could have so provided, but it saw fit to require 
specifically that the notice of commencement be reasonable 
notice, by registered mail, of a time and place for conference 
in respect to the renegotiation. 

We next consider whether any valid notice of commence¬ 
ment was given within the statutory period for commence¬ 
ment, i. e., within one year after the Contractor’s Report 
was filed with the Board. Petitioner first submitted its 
Contractor’s Report for 1944 on May 4, 1945, but 

940 respondent contends that it was not then accurately 
completed, and accordingly cannot be considered as 

having been “filed” for the purpose of computing the stat¬ 
ute of limitations on commencement at any time before July 
3,1946, on which date respondent concedes that the report 
was “filed” within the meaning of the statute. Petitioner 
argues that if the report was not “filed” on May 4, 1945, 
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it was complete and accurate, and thus “filed” within the 
meaning of the statute and regulations promulgated there¬ 
under, no later tha.n February 11, 1946. Consequently, pe¬ 
titioner argues that the notice of April 21, 1947, was too 
late to commence renegotiation, whereas respondent con¬ 
siders it fully within the one-year period from the time of 
completed filing on July 3, 1946. We will assume arguendo 
that the notice of April 21, 1947, in all respects meets the 
statutory requirements of section 403(c)(1) in respect to 
a notice of commencement, and determine first whether or 
not it was transmitted within the statutory period for com¬ 
mencement. 

The statute requires that the contractor file a financial 
statement in accordance with regulations promulgated 
thereunder specifying the form and detail of the informa¬ 
tion to be submitted. By appropriate regulations, peti¬ 
tioner was required to complete the applicable Standard 
Form of Contractor’s Report by supplying all of the infor¬ 
mation and exhibits specified therein. Filing of the form 
Contractor’s Report so completed is deemed to have satis¬ 
fied the statutory requirement in the absence of a notice 
of insufficiency sent to the contractor within 90 days. 
941 Northwest prepared and submitted such a report 
on May 4, 1945, completed fully, except for certain 
data under section B required of contractors who have 
not received clearance notices for prior years. Petitioner 
believed that it had received such clearance for its fiscal 
year 1943, though, in fact, it had merely received a notice 
of cancellation which did not have the effect of discharging 
any of its liabilities. The record clearly shows, however, 
that any information which was called for in section B of 
the Contractor’s Report for 1944 was submitted in part on 
November 14, 1945, and fully by February 11, 1946, as set 
forth in our Findings of Fact. 

Renegotiation Regulation 222.1(3) (a) provides in part 
as follows: 

* * * A “Standard Form of Contractor’s Report” so 
prepared and filed will be deemed to constitute a suf- 
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ficient compliance with the mandatory filing require¬ 
ments of this section in the absence of a notice of in¬ 
sufficiency sent to the contractor 90 days after the 
report has been filed. 

Respondent does not argue that a “notice of insufficiency” 
was sent to the contractor within the meaning of the regu¬ 
lation or that correspondence calling upon petitioner for 
additional information is to be construed as such a notice. 
We need only add, in this context, as already set forth, that 
the information which petitioner was called upon to furnish 
was actually furnished in the letters and accompanying 
enclosures submitted to Chicago PAD on November 14, 
1945, and February 11, 1946. 

942 Upon consideration of all of the circumstances 
above set forth, we hold that petitioner’s financial 
report was filed under section 403(c) (5) of the Act no later 
than February 11, 1946. 

Respondent’s contention that petitioner’s report was not 
completely and accurately filed until July 3, 1946, is based 
largely on the assertion that serious doubt then existed 
as to the accuracy of the information contained in the re¬ 
port in the light of the charges made by Bliss who had 
asserted that the accounts of Micromatic were incorrect 
and would reflect on the accounts of Northwest. Respond¬ 
ent also alleges that Griswold, petitioner’s president, ad¬ 
mitted that the reports were incorrect, and thereby revoked 
the filing of the financial statement, pending a complete 
audit, which was not submitted until at least July 3, 1946. 

We do not think that the record supports respondent’s 
view. 

With respect to Griswold’s alleged admission, the evi¬ 
dence submitted in support thereof is vague and incon¬ 
clusive and does not justify a finding that Griswold in¬ 
tended to revoke the filing of Northwest’s Contractor’s 
Report for 1944. 

At the time w’hen Bliss made the charges upon w T hich 
respondent’s other contention is based, Bliss was engaged 
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in a bitter law suit with Griswold over Micromatic and was 
no longer an employee of Northwest. It is clear from the 
record that if the representatives of Chicago PAD did not 
know this at the time the charges were made, they were so 
informed at the meeting of January 3, 1946. There 

943 is, therefore, no basis for respondent’s contention 
that the representatives of Chicago PAD reasonably 

relied on the Bliss charges on the theory that they were 
made by an agent of Northwest. Assuming that Chicago 
PAD had believed the Bliss charges, however, it is our 
view that such belief would not, of itself, justify our hold¬ 
ing that the Contractor’s Report for 1944 was not filed 
within the meaning of the statute. 

We are of the opinion that in the absence of any inten¬ 
tional or fraudulent misstatement of information in or 
omission from the Contractor’s Report, respondent may 
not disregard the filing of the report and the data by 
which it was supplemented. The filing of the required re* 
port is only a preliminary step in the process of renegotia¬ 
tion. The appropriate authorities may determine from the 
information submitted that there may be excessive profits 
and then act to commence a renegotiation proceeding to 
determine what amount, if any, of excessive profits were 
realized. This does not, however, lead to the conclusion 
that the sufficiency of the report is to be measured by a 
requirement that it supply every detail of data and infor¬ 
mation which might ultimately be necessary to successfully 
complete a renegotiation proceeding before the period for 
commencement of such proceeding begins to run. It is evi¬ 
dent that the purpose of the filing of the report is otherwise. 
The statute recognizes this by allowing one year from the 
date of filing in which to commence proceedings, and an¬ 
other year in which to complete them. It also pro- 

944 vides that the renegotiation authorities may at any 
time, whether prior to commencement or during the 

course of a proceeding, request such additional information 
and data as is necessary to complete renegotiation. It is 
apparent that such provisions would be unnecessary and 
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bare of practical significance if, as is contended here, a 
report complete and perfect in every detail were required 
of the contractor before the periods of limitations would 
begin to run. Moreover, the Board may, in the case of a 
recalcitrant contractor, or one who refuses to submit in¬ 
formation as requested, issue a unilateral order on the 
basis of such information as is available. We think it clear 
under the circumstances that the function of the Contrac¬ 
tor’s Report was fully served no later than February 11, 
1946, by the filing of the Contractor’s Report for 1944 on 
May 4, 1945, and the subsequent furnishing of the infor¬ 
mation missing from the original report. Since the later 
date is more than one year before April 21,1947, the letter 
of April 21, 1947, is not to be deemed to have resulted in 
the timely commencement of the proceeding. It is, there¬ 
fore, unnecessary to consider whether or not it complied 
with the statutory requirements for a notice of commence¬ 
ment. 

Respondent argues that petitioner is estopped from as¬ 
serting that the renegotiation proceeding was not timely 
completed. In view of our holding that the renegotiation 
proceeding was not timely commenced, as a result 
945 of which all of petitioner’s liabilities for excessive 
profits are discharged under the statutory provisions 
of section 403(c) (3), we need not consider an argument per¬ 
taining to timely completion of such a proceeding. 

In view of our determination, we need not give consid¬ 
eration to petitioner’s motion to strike with respect to 
evidence conditionally received over its objection. 

Reviewed by the Court. 

Decision will be entered for the petitioner. 
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8. Decision oi Tax Court 

946 DECISION 

Pursuant to the determination of the Court, as set forth 
in its Findings of Fact and Opinion, filed June 23,1955, it is 

ORDERED AND DECIDED: That renegotiation for the 
fiscal year ended December 31, 1944, as to the petitioner, 
is barred by the limitation imposed by Section 403(c)(6) 
[sic] of the Renegotiation Act of 1943. 

Entered Jun. 23, 1955. 

(Signed) Morton P. Fisher, Judge. 






9. Stipulation of Facts and Exhibit A 

32 

Stipulation 

(Filed June 10, 1954) 

Come now Petitioner and Respondent, by their respec¬ 
tive attorneys, and stipulate as follows: 

L 

That the facts recited in Paragraphs 1 to 8 inclusive 
may be taken as true, for the purposes of this proceeding 
only; without prejudice, however, to the right of either 
party to introduce other and further evidence not incon¬ 
sistent with the facts herein stipulated, and subject to 
Petitioner’s objection to proof of any of the facts recited 
in Paragraphs 3 to 7 inclusive, on the ground that the 
same are incompetent, irrelevant and immaterial. 

1. Petitioner was at all times relevant hereto, and is, 
a corporation organized and existing under the laws of 
the State of Minnesota, with its office and principal place 
of business in Minneapolis, Minnesota. 

2. For the fiscal year ended December 31, 1944, the War 
Contracts Price Adjustment Board determined that Peti¬ 
tioner realized excessive profits in the amount of 

33 $180,275.52, as evidenced by the Order determining 
excessive profits attached to the Petition previously 

filed herein. In its Petition, Petitioner contends that the 
Order is invalid, for the reason that renegotiation proceed¬ 
ings herein were not timely commenced and/or timely 
completed. It is hereby stipulated and agreed that, in 
the event the Court determines that renegotiation proceed¬ 
ings were timely commenced and timely completed, the 
Court may enter an Order determining excessive profits 
in the same amount previously determined by the War 
Contracts Price Adjustment Board, but, in the event the 
Court determines that the Order previously issued was 
invalid, because the renegotiation proceedings were not 
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timely commenced or timely completed, there shall be a 
determination of no excessive profits. 

3. At all times pertinent hereto, Frank W. Griswold 
and his wife, Lois R. Griswold, owned the controlling 
stock interest in Petitioner, and Frank W. Griswold was 
its managing officer. 

4. At all times pertinent hereto, Frank W. Griswold was 
the managing officer of Griswold Signal Company and K. 
P. Manufacturing Sales Company, both of which were 
corporations with fiscal years ending on December 31. 
Lois R. Griswold owned the outstanding stock of Gris¬ 
wold Signal Company. % Frank W. Griswold owned the 
controlling stock interest in K. P. Manufacturing Sales 
Company. 

At all times pertinent hereto, Screw Machine Products 
Co. was a partnership, with fiscal year ending on Sep¬ 
tember 30, consisting of Lois R. Griswold and the two 
daughters of Frank W. Griswold, vis., Geraldine Koch 
and Lois Mary Griswold (now Shaw). 

34 5. During the period from August 21, 1944 to 

April 30, 1945, Frank W. Griswold and Jerome J. 
Bliss were partners, doing business as Micromatic Metal 
Products Company, a partnership, under Articles of Part¬ 
nership. Each of the partners owned a 50% interest in 
the partnership. 

6. On or about April 30, 1945, Frank W. Griswold 
bought the 50% interest of Jerome J. Bliss in the partner¬ 
ship and thereafter he transferred all of the assets of the 
former partnership to a corporation, Micromatic Metal 
Products Company, which was incorporated on May 4, 
1945, and then continued the business of the partnership, 
with a fiscal year ending April 30, 1946. Micromatic Metal 
Products Company, the corporation, was owned and con¬ 
trolled by Frank W. Griswold. 

In November, 1945, Jerome J. Bliss commenced suit, 
in the District Court of Hennepin County, Minnesota, 
against Frank W. Griswold and Micromatic Metal Prod- 
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nets Company, a corporation, to set aside the sale of his 
half interest in the partnership to Griswold, and for a 
partnership dissolution and accounting; that case was 
tried on the merits, commencing September 13, 1948, and 
was determined by said District Court adversely to Bliss 
by Findings of Fact, Conclusions of Law and Decision 
entered February 4, 1949. 

7. Attached hereto as Exhibit A is a schedule showing 
the intercompany transactions between Petitioner, on 

the one hand, and K. P. Manufacturing Sales Com- 
35 pany (designated as “KP”), Griswold Signal Com¬ 
pany (designated as “Griswold Signal”), Screw Ma¬ 
chine Products Co. (designated as “Screw Machine”) and 
Micormatic Metal Products Company, the partnership (des¬ 
ignated as “Micromatic”), for the period from January 1, 
1944 to December 31, 1944. 

8. By a letter dated and mailed April 30, 1945, Peti¬ 
tioner forwarded to the Chicago Ordnance Price Adjust¬ 
ment Division (hereinafter for brevity sometimes called 
“Chicago PAD”) the document attached hereto and identi¬ 
fied as Exhibit B. This document was stamped “Re¬ 
ceived” by Chicago PAD on May 4, 1945. 

II. 

Identified below is a schedule of various items of cor¬ 
respondence, arranged chronologically. It is agreed that 
each letter was mailed on or about the date it bears and 
was received in due course of the mails by the addressee; 
that each letter was signed by the person purporting to 
sign it and no question is raised as to the authority of 
any such person so to sign or forward correspondence; 
that those letters marked “registered mail” were sent by 
registered mail. It is further agreed that the copies 
attached hereto and identified by their respective exhibit 
numbers are true and correct copies of the correspondence 
which they purport to be, except that in some instances 
the letterhead which appeared on the original does not 
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36 appear on the copy and that the enclosures re¬ 
ferred to in some instances are not attached; it is 
agreed, however, that such enclosures so referred to were 
in fact enclosed with the originals of such letters. The 
identification of the correspondence herein and the fore¬ 
going agreement as to the mailing, receipt, signature and 
contents thereof, are, however, without prejudice to the 
rights of either party to object to the offer or receipt of 
any item thereof upon the grounds of competency, rele¬ 
vancy, materiality, or lack of foundation, aside from the 
genuineness of the document and the facts as to mailing, 
receipt, signature and contents specifically hereinbefore 
agreed upon. It is further agreed that the listing in this 
stipulation is for purposes of identification only, and for 
no other purpose, other than convenience in identifying 
the correspondence, and is not to be construed as in any 
way altering or bearing upon the relationship of the 
parties. 


Date 

Writer 

Addressee 

Exhibit 

May 8, 1945 

Chicago PAD (McDowell) 

Petitioner 

0 

June 12, 1945 

Petitioner (J. J. Bliss) 

Chicago PAD 

D 

June 15, 1945 

Petitioner (F. W. Griswold) 

Chicago PAD 

E 

Sep. 18, 1945 

Chicago PAD (John W. Browning) 

Petitioner 

F 

Oct. 18, 1945 

Chicago PAD (Browning) 

Petitioner 

G 

Oct 31,1945 

Chicago PAD (Browning) 

Petitioner 

H 

Nov. 14, 1945 

Petitioner (F. W. Griswold) 

Chicago PAD 

I 

37 




Nov. 14,1945 

Petitioner (F. W. Griswold) 

Chicago PAD 

J 

Nov. 23, 1945 

Chicago PAD (telegram) 

Petitioner 

K 

Nov. 24, 1945 

Petitioner (Wire, F. W. Griswold) 

Chicago PAD 

L 

Feb. 8,1946 

F. W. Griswold (on letterhead of Griswold 

Signal Co.) Chicago PAD M 

(Note:—Receipt acknowledged 2-11-46 by M. R. Cahill of Chicago PAD) 

Feb. 25, 1946 

Chicago PAD (Cahill) 

F. W. Griswold 

N 
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Date Writer 

Mar. 7, 1946 Griswold Signal Co. (F. W. Griswold) 
Mar. 14, 1946 Chicago PAD (Cahill) 

May 1, 1946 Chicago PAD (Cahill, renegotiator) 

May 1, 1946 Chicago PAD (Browning) 

May 7, 1946 Chicago PAD (Browning) 

May 21, 1946 Chicago PAD (Browning) 

May 23, 1946 F. W. Griswold, Griswold Signal Co. 

June 3, 1946 Chicago PAD (Browning) 

June 4, 1946 Chicago PAD (Browning) 

June 4, 1946 Chicago PAD (Cahill) 

June 7, 1946 Peat, Marwick & Mitchell (Solstad) 

June 10, 1946 Chicago PAD (Browning) 

38 

June 12, 1946 Peat, Marwick and Mitchell (J. K. Cowan) 

June 24, 1946 Chicago PAD (Browning) 

June 28, 1946 Peat, Marwick and Mitchell (Solstad) 
June 29, 1946 Petitioner (F. W. Griswold) 

June 29, 1946 Micromatic Products Co., F. W. Griswold 
June 29, 1946 Griswold Signal Co. (F. W. Griswold) 

July 1, 1946 Chicago PAD (Cahill) 


Addressee Exhibit 

Chicago PAD O 

F. W. Griswold, 

Griswold Signal Co. P 

Petitioner Q 

Petitioner B 

F. W. Griswold, c/o 
Griswold Signal Co. S 

Peat, Marwick and 
Mitchell, accountants T 

Chicago PAD U 

Peat, Marwick and 
Mitchell V 

F. W. Griswold, 

Griswold Signal Co. W 

Peat, Marwick and 
Mitchell X 

Browning, Chicago PAD Y 

Peat, Marwick and 
Mitchell A A 


Chicago Ordnance 

District BB 

F. W. Griswold, 

Griswold Signal Co. CC 

Browning, Chicago PAD DD 

Chicago PAD EE 

Chicago PAD PF 

Chicago PAD GO 

Griswold Signal Co. HH 
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Date 

Writer 

Addressee 

Exhibit 

July 3, 1946 

Micromatic Metal Products Co. 
Griswold) 

(F. W. 

Chicago PAD 

n 

Nov. 20, 1946 

Leonard, Street and Deinard 

Raymond Eberly, 
Treasury PAB 

JJ 

Nov. 22, 1946 

Leonard, Street and Deinard 

Raymond Eberly, 
Treasury PAB 

KK 

Nov. 22, 1946 

Eberly, Treasury PAB 

Leonard, Street and 
Deinard 

LL 

Jan. 2,1947 

Leonard, Street and Deinard 

Eberly 

MM 

Jan. 8, 1947 

Eberly 

Leonard, Street and 
Deinard 

NN 

Jan. 10, 1947 

Leonard, Street and Deinard 

Eberly 

OO 

Apr. 11, 1947 

Leonard, Street and Deinard 

Curtis R. Woodside, 
Treasury PAB 

PP 

Apr. 14, 1947 

Eberly 

Leonard, Street and 
Deinard 

QQ 

Apr. 21, 1947 

Treasury PAB (Eberly) 

Petitioner 

RR 

Apr. 25, 1947 

Treasury PAB (Eberly) 

Petitioner 

SS 
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Apr. 25, 1947 

Leonard, Street and Deinard 

Eberly 

TT 

Apr. 28, 1947 

Eberly, Treasury PAB, (telegram) 

Leonard, Street and 
Deinard 

UU 


III. 

Subject to such objection as either side may make to the 
competency, materiality or relevancy of the proof, it is 
agreed that the following conferences or meetings (which 
are referred to in various items of the foregoing corre¬ 
spondence) were held on the following dates, at the fol¬ 
lowing places, and were attended by the following per¬ 
sons. (Specification of the listed meetings does no! imply 
that other meetings were not held, and specification of 
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the persons in attendance does not imply that other indi¬ 
viduals may not also have been present.) 

Date Place Persons Attending 


May 18, 1945 Chicago, Ill. 

Nov. 27, 1945 Minneapolis, Minn. 

Feb. 6, 1946 Minneapolis, Minn. 
Feb. 12, 1946 Chicago, HI. 

Apr. 4, 1946 Chicago, Ill. 

Apr. 30, 1946 Chicago, Ill. 

40 

May 7, 1946 Minneapolis, Minn. 
Mar. 18, 1947 Washington, D. C. 

Apr. 30, 1947 Washington, D. C. 

I 


F. W. Griswold and J. J. Bliss for Peti¬ 
tioner, and Chief and other representa¬ 
tives of Chicago PAD. 

Lt. M. A. Lubin and William L. Boss 
for Chicago PAD, and F. W. Griswold for 
Petitioner. 

M. R. Cahill for Chicago PAD and Fred 
Kuckuck employee of Griswold Signal Co. 

F. W. Griswold, and Cahill for Chicago 
PAD. 

John W. Browning for Chicago PAD, and 
F. W. Griswold for Micromatic Metal 
Products Company. 

F. W. Griswold for Micromatic and 
Browning for Chicago PAD. 


Cahill for Chicago PAD and Solstad for 
Peat, Marwick and Mitchell 

Benedict Deinard for Micromatic Metal 
Products Co., a partnership, and Curtis 
Woodside for Treasury PAB. 

“Final renegotiation conference”; Ben¬ 
edict Deinard for Petitioner and Ray¬ 
mond Eberly and other panel members 
for Treasury PAB. 
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Exhibit A 
41 

NORTHWEST AUTOMATIC PRODUCTS CORP. 

PURCHASES FROM 

FOLLOWING 

1944 

EXHIBIT “A” 




Griswold 

Screw 



Date 

E.P. 

Signal 

Machine 

Micromatic 

Total 

Jan. 






Feb. 






Mar. 






Apr. 






May 



10,367.75 


10,368.00 

June 


9,919.88 



9,920.00 

July 


17,245.11 

12,484.16 


29,729.00 

Aug. 


19,305.29 

2,678.12 


21,983.00 

Sep. 


38,799.84 

11,645.72 


50,446.00 

Oct. 

1,068.42 

61,218.58 

3,137.42 

57,529.54 

122,954.00 

Nov. 

624.75 

64,648.90 

3,236.86 

31,908.71 

100,419.00 

Dec. 

63.46 

67,471.95 

10,090.87 

93,543.84 

171,170.00 

Total 

1,756.63 

278,609.55 

53,640.90 

182,982.09 

516,989.00 

Adjustments per 





Books 

12-31-44 

(11,663.21) 



(11,663.21) 


( 1,606.38) 

( 1,606.38) 

( 2,729.26) 

( 2,729.26) 

( 1,122.45) 

( 1,122.45) 

( 1,000.00) 

( 1,000.00) 

482.99 

482.99 

260,971.24 

499,351.00 


Source—Journals of Company. 
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10. Motion to Strike 

804 (Filed Nov. 1,1954) 

MOTION TO STRIKE 

####•*• 

Now comes Petitioner and, pursuant to leave granted 
by this Honorable Court (Tr. 46-49, 61, 106; Stipulation 
of June 10, 1954, Para. II), moves this Honorable Court 
as follows: 

I. 

Separately, to strike each of the following exhibits 
(which were received subject to objection by Petitioner 
upon the grounds of competency, relevancy, materiality, 
or lack of foundation aside from the genuineness of the 
document, and the facts as to mailing, receipt, signature 
and contents) upon the following grounds and for the 
following reasons: 

1. Respondent’s Exhibit Q (Notice of May 1,1946) on the 
ground that it is fatally defective as a statutory notice 
of commencement, and is therefore incompetent and irrel¬ 
evant. 

2. Respondent’s Exhibit T, (letter of May 21,1946, from 
Chicago PAD to Peat, Marwick & Mitchell), on the ground 
that the same is wholly incompetent, hearsay, and not bind¬ 
ing on Petitioner. 

3. Respondent’s Exhibit V (letter of June 3, 1946 from 
Chicago PAD to Peat, Marwick & Mitchell) on the same 
grounds as the objections to Exhibit T. 

4. Respondent’s Exhibit X (letter of June 4,1946, 

805 from Chicago PAD to Peat, Marwick & Mitchell) 
upon the same grounds as the objections to Exhibit T. 

5. Respondent’s Exhibit Y (letter of June 7, 1946, from 
Peat, Marwick & Mitchell to Chicago PAD) upon the same 
grounds as the objections to Exhibit T. 

6. Respondent’s Exhibit AA (letter of June 10, 1946, 
from Chicago PAD to Peat, Marwick & Mitchell) upon the 
same grounds as the objections to Exhibit T. 
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7. Respondent’s Exhibit BB (letter of June 12,1946, from 
Peat, Marwick & Mitchell to Chicago PAD) upon the same 
grounds as the objections to Exhibit T. 

8. Respondent’s Exhibit DD (letter of June 28, 1946, 
from Peat, Marwick & Mitchell to Chicago PAD) upon the 
same grounds as the objections to Exhibit T. 

9. Respondent’s Exhibit RR (notice of April 21, 1947) 
upon the ground that the time for commencement or for 
completion of renegotiation proceedings against Petitioner 
for the fiscal year ended December 31, 1944, had long ex¬ 
pired, and that the notice is therefore incompetent and 
irrelevant. 

10. Respondent’s Exhibit XX (Tr. of meeting of De¬ 
cember 12, 1945), insofar as offered as proof of any of the 
statements made by Mr. Bliss or his counsel to Chicago 
PAD, on the ground that the same is hearsay and incom¬ 
petent, since Bliss was not, on December 12,1945, an agent, 
employee, or representative of Petitioner (or of any com¬ 
pany in which Mr. Griswold or any of his family was 
interested) and was not representing and did not purport 
to speak for Petitioner, and since no representative of Pe¬ 
titioner was present at said meeting (Tr. 67-68, 103). The 

Court properly commented on the trial: 

806 “If Mr. Bliss had no authority to make any state¬ 
ment, then I am not going to care what the substance 
of what Mr. Bliss said might have been, etc.” (Tr. 107) 
Reference is made to Reply Brief for Petitioner, pps. 29- 
30,94, footnote 9. 


n. 

To strike Respondent’s Exhibit Z (a purported carbon 
copy of letter of June 10, 1946, from Mr. Browning to Mr. 
Frank Griswold, Griswold Signal Company, 1706 Linden 
Avenue, Minneapolis, Minnesota) as to which exhibit no 
admission was made either as to genuineness or as to any 
facts as to mailing, or receipt, or signature, upon the 
following grounds: 
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(a) That no foundation was laid therefor since there 
was a complete failure of proof that said letter was ever 
mailed, and the evidence shows that it was not received. 
Reference is made to Reply Brief for Petitioner, pps. 62-66, 
119-135. 

(b) That the same is incompetent insofar as it purports 
to recite an alleged telephone promise by Mr. Griswold to 
execute the proposed extension agreement, since Mr. 
Browning was not asked to testify and did not testify to 
any such telephone promise, and since such a promise, if 
made, (which Petitioner denies) would be wholly ineffective 
in view of the rule of integration. Reference is made to 
Petitioner’s Reply Brief pps. 66-67,111-114. 

Alternatively to strike from Respondent’s Exhibit Z the 
following self-serving recital therein 

“and you advised by telephone the following week 
that these would be executed and returned to this 
office as soon as they had been checked by your 
attorneys ’ ’, 

on the ground that the same is incompetent for the reasons 
already stated. 

807 III. 

To strike all of Paragraph 4 of the Stipulation dated 
June 10, 1954, filed herein, pursuant to the objection to 
such proof reserved therein to Petitioner, upon the ground 
and for the reason that the same is incompetent and irrel¬ 
evant and without probative value, and that no foundation 
therefor had been laid, since it appears that no proceedings 
were ever initiated to consolidate the renegotiation of Pe¬ 
titioner with any proposed renegotiation of Griswold Sig¬ 
nal Company, K. P. Manufacturing Sales Company or 
Screw Machine Products Co., and that no consent was 
ever obtained or requested of any such concerns for con¬ 
solidation of renegotiation proceedings. 
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IV. 

Separately, to strike the following portions of the testi¬ 
mony (which were received subject to Petitioner’s reserved 
objections) upon the following grounds and for the fol¬ 
lowing reasons: 

1. The following answ r er by the witness Browrning 
(Tr. 60) 

“The Witness: I do know that he informed us 
and Mr. Griswold confirmed it that he was an employee 
of Northwest Automatic Products during the year 1945 
—I mean during the year 1944, because that was the 
year we were discussing the renegotiation, but he con¬ 
tinued to be an employee during the year 1945 accord¬ 
ing to his statement,” 

on the ground that the same is incompetent and that no 
foundation was laid therefor. 

2. The testimony of the witness Browning (Tr. 61-63) 
as to statements by Bliss at the meeting of December 12, 
1945, in Chicago, on the ground set out in Motion I, Par¬ 
agraph 10. 

3. The following answer by the witness Browning 
(Tr. 72) 

“A. The answer to the question is yes”, 

on the ground that the same was incompetent and is merely 
a conclusion of the witness. Reference is made to Reply 
Brief for Petitioner, pps. 60-61. 

808 4. The following ans'wer of the witness Browning 

(Tr. 73) 

‘ ‘ The Witness : It does ’ ’ 

on the ground that the same was incompetent and a mere 
conclusion of the witness. 

5. The following answer by the witness Browning 
(Tr. 76) 
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“The Witness : It was 99 

on the ground that the same was incompetent and a mere 
conclusion of the witness. 

6. The testimony of the witness Browning (Tr. 124-125) 
as to a telephone call from Mr. Cahill on May 7, 1946, on 
the ground that the same is hearsay and incompetent. 
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12. Excerpts from Transcript of Proceedings 
before Tax Court June 10. 11. 15. 16. 1954 

185 By Mr. Deinard • * * 

The question which is presented in this case is a narrow 
one because it involves the timeliness of the order alone. 
The order was entered by the Director of the Bureau of 
Federal Supply, which was a branch of the Treasury, on 
April 30, 1947. It was a unilateral order, there never was 
an agreement either made or proposed. That order was 
entered after a conference in Washington and a panel 
hearing on April 30, 1947. The question is whether that 
order was entered within the time allowed by the Rene¬ 
gotiation Act of 1943, or whether, as we contend, it was a 
nullity either by virtue of the fact that the proceeding was 
not commenced in time or was not completed in time. The 
order under review is of course not that primary order 
of April 30, 1947, but is the order entered by the War 
Contracts Price Adjustment Board on review some 18 
months later on August 9, 1948, but the order on review of 
course depends for its vitality on the validity of the 

186 order entered by the Treasury Bureau on April 30, 
1947 and there is specific provision in the Renego¬ 
tiation Act that if the basic or primary order w^as timely, 
then of course the order on review is saved. Therefore 
the question is whether or not this proceeding was timely 
commenced or timely completed so that the order entered 
on April 30, 1947 is valid. 

• •#*••••*# 

204 Mr. Deinard: Then, as your Honor will observe, we 
jump almost a year to Item 15, April 21, 1947, reg¬ 
istered mail notice, this time designated as “a final rene¬ 
gotiation conference.” This contained the ingredients of 
the statute, it fixed a time and place for a conference on 
April 30th which was curiously enough the last date of 
the proposed extension of time which was never signed. 

• ••••••••• 
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216 As I understand it, Respondent wants to show what 
occurred with reference to the claims that Bliss made 
as to Micro as somehow indicating that the renegotiation 
proceedings as against Petitioner were kept alive. To those 
we object on the ground that they are incompetent under 
the statute, they have no probative value and that there 
is no foundation laid because there is no showing and will, 
I confidently assert, be no showing that there ever was a 
consolidated renegotiation or that there was ever any 
attempt to keep the renegotiation of Petitioner alive 
by virtue of the pendency of a proposed renegotiation pro¬ 
ceeding against Micro. 

****••*•*• 

218 By Mr. Leathers: 

• ••••••••• 

219 The completion date of the renegotiation is not 
in question, the 30th of April, 1947. Either of the two 

dates preceding that which Petitioner’s counsel referred 
to, namely, April 21, 1947 or May 1, 1946 wmuld be within 
the year required by the statute—if those are the dates of 
commencement. 

It is our position that the Petitioner never did comply 
with the requirements to file the financial statements and 
therefore even as late as the 21 April date the time had 
not technically commenced to run. Now, I think it neces¬ 
sary that we explain in some small measure what the basis 
of that is. 

Your Honor must have gathered from the statement 
which Petitioner’s counsel made, and it is apparent from 
the petition, that the Petitioner in effect, as we understand 
it, concedes that not until February 11, 1946 was there 
full compliance with the statute—your Honor will 

220 recall Petitioner’s counsel referred to that date. 
The • stipulation sets forth the fact that prior to 

that date, in fact in November, 1945, Mr. Bliss, who Peti¬ 
tioner’s counsel referred to, had commenced a suit against 
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Mr. Griswold involving the affairs of the Micromatic 
Company. Now, it is stipulated that there were inter¬ 
company sales between those two companies and as we 
understand it the basis of the Petitioner’s claim in the 
Bliss-Griswold litigation had to do with the accuracy of 
the accounts between Micromatic and this Petitioner. The 
question remained unresolved so far as the suit was con¬ 
cerned until long after this renegotiation was completed. 
We believe the evidence will show that in the meantime a 
number of conferences were held in which the method of 
resolving these disputes for purposes of renegotiation were 
discussed, and your Honor must have gathered that there 
was some confusion as to the commencement and com¬ 
pletion of this renegotiation. It is our view that the 
reason for that was the uncertainty as between these two 
companies as to whether or not the figures were correct, 
and if not, how the accuracy of those figures should be 
resolved. 

Now*, we think the correspondence which we have stipu¬ 
lated here sets forth the basis, the skeleton, so to speak, 
of that—of the dispute—the relationship between the par¬ 
ties, between Mr. Griswold and Mr. Bliss and 
221 this Petitioner, and the various steps that were 
taken, the various facts that were submitted and the 
dates on wdiich they were submitted. We feel that this 
information is therefore admissable and proper as foun¬ 
dation for our position in the matter. 

Briefly, I would like to say also, included in here is 
information relating to the extension of the time for com¬ 
pletion of renegotiation. As we view it, in spite of the 
position taken by Petitioner’s counsel the Respondent’s 
position is not hopeless even though the Court should 
eventually hold that the first May 8, 1945 date is com¬ 
mencement date of renegotiation because we believe the 
evidence will show that the Petitioner agreed to an ex¬ 
tension of that time. It is true that he did not, so far 
as we know, finally execute the extension agreement which 
is here; however, to the best of our understanding the 
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agreement carried on past the point of where the Gov¬ 
ernment could do anything about it and under those cir¬ 
cumstances we think the cases are clear that there is an 
estoppel against this Petitioner to raise a defense at a 
time when nothing can be done about it, and when the 
Government has relied upon it. 

Is that a sufficient statement, sir? 

The Court: I just want to ask you one thing, not con¬ 
cerning your point of extension or estoppel to deny exten¬ 
sion, but I don’t understand you to maintain that 

222 merely because there w’as a dispute between this 
Petitioner and someone else which required ac¬ 
counting or which raised issues of fact between them, 
that that alone would mean that the information furnished 
by the contractor was not complete. I gather that your 
point is that in fact it wasn’t complete and that further 
information was necessary. 

Mr. Leathers: More specifically, let me say this. The 

evidence shows that this Petitioner was represented in 

the early conference both by Mr. Griswrold and by Mr. 

Bliss, they both were representatives of this contractor in 

the earlv conferences. Later the statements made bv Mr. 
* • 

Bliss were such as to indicate a serious doubt as to the 
accuracy of the information already filed and the accuracy 
of the company’s books. We believe that conferences were 
held with Mr. Griswold on several occasions as to the 
method of straightening that out and that during all this 
time Mr. Griswold’s position was, in effect, it would have 
to wait until the audit was completed to determine whether 
or not the information submitted was accurate or not. Now, 
it seems to me elementary that the mere filing of a form 
with figures on it is not a sufficient compliance with this 
statute when the figures are either inaccurate or ques¬ 
tionable, and particularly when the question arises be¬ 
cause of disputes among the two representatives of the 
company—it seems to me that is not in compliance 

223 with the filing and I think that the evidence here and 


81 


the correspondence shows that is the situation here. 

The Court: Very well. 

• ••••••••• 

224 Mr. Deinard: Might I make this suggestion; your 
Honor limited the objection implicitly to relevancy 
and materiality. We of course desire also to reserve our 

objection on the ground of competency and- 

The Court: Very well, I will include competency as 
well. 

• ••*••••*• 

227 Mr. Deinard: Petitioner makes no objection to the 
following exhibits referred to in the stipulation: 

Exhibit D- 

Mr. Leathers: How about A and B? 

Mr. Deinard: I am sorry—I said D, I misread that. 
Would you substitute B. 

Mr. Leathers: No objection to A or B? 

Mr. Deinard: No, I object to A on the ground that there 
is no showing of any consolidated renegotiation, or of any 
relevancy of the figures as to the operations of other 
companies. 

• ••••••••• 

228 I object to the following exhibits as relating to 
other companies, or other fiscal year, there being 

no showing of any connection with the Petitioner, and in 
the absence of any claim of consolidation, to wit: Exhibits 
N, dated February 25, 1946; Exhibit 0 dated March 7, 
1946; similarly to Exhibit P dated March 14, 1946 which 
shows upon its face that it relates to another fiscal year 
of Petitioner, to-wit: 1945 not involved in this proceed¬ 
ing and disposed of heretofore, or other unrelated com¬ 
panies. I object to Exhibit Q, the so-called “notice” of 
May 1,1946 on the ground that it manifestly appears upon 
the face thereof that it is not a statutory notice; insofar 
as the Court should care to receive it as proving that it 
was not a statutory notice, of course I make no objec- 
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tion. As to Exhibit R, the accompanying letter of May 
1st, together with the proposed stipulation and resolution 
I object to it on the ground that it contains self- 

229 serving statements as to the commencement of re¬ 
negotiation which are manifestly incorrect, and I 

object to it on the ground that the stipulation was never 
executed. If received on the understanding that the stipu¬ 
lation was never executed, then I make no objection to its 
receipt as an offer for an extension. 

I object to Exhibit S, a letter of May 7, 1946 upon the 
ground that it has no relation to renegotiation but re¬ 
lates to a commitment by the renegotiating authorities not 
to make improper disclosure of information in the liti¬ 
gation pending between Bliss and Griswold referred to in 
Paragraph 6 of the stipulation and is therefore wholly 
irrelevant. 

With respect to correspondence with respect to a pro¬ 
posed audit of Micro which it was thought would be made 
by the firm of Peat, Marwick and Mitchell, T object to all 
of it on the ground that it is irrelevant since it does not 
relate to Petitioner and on the ground that it manifestly 
appears that no such audit was made and that the re¬ 
tainer of that firm, if it was retained by the Chicago Ord¬ 
nance District, was under a mistake. That relates to 
Exhibits T, V, X, Y, AA, BB, DD. 

I object to Exhibit U, a letter of May 23, 1946 from the 
Griswold Signal Company on the ground that it manifestly 
appears from the exhibit that it relates to Petition- 

230 er’s fiscal year ended December 31,1945, and to other 
matters not here relevant. 

In respect to Exhibit W I object on the ground of mani¬ 
fest irrelevancy. 

With respect to Exhibit CC, a letter from Chicago Ord¬ 
nance to Mr. Griswold, Griswold Signal Company, which 
purports to be a review of certain proceedings I object 
both on the ground of irrelevancy and also on the ground 
that it contains self-serving recitals. 
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With respect to Exhibit EE I object solelyon the ground 
that it appears on the face of the exhibit that it relates 
to Petitioner’s following fiscal year ended December 31, 
’45; similarly, Exhibit FF which relates to Micro for the 
next fiscal year, and GG which relates to Griswold Signal 
Company for the next fiscal year ended December 31, 1945, 
and to Exhibit HH on the same ground. 

Then may it appear that in response to the proffer of 
the foregoing exhibits down to HH, that Petitioner has pro¬ 
duced Exhibits II to QQ which are offered by way of 
explanation of what had previously occurred with refer¬ 
ence to Micro, but are not offered independently, and that 
if the Court concludes that the previous exhibits to which 
objection was made on the ground that they concern other 
companies is sustained, then there is no need for the offer, 
in our opinion, of Exhibits II to QQ and I would not ex¬ 
pect them to be received. They relate to an attempt 
231 which I made on behalf of Mr. Griswold in the 
pending Bliss-Griswold litigation to have the Micro- 
matic renegotiation concluded on the ground that if a part¬ 
nership accounting should be ultimately required by the 
State Court in that case, it would be impossible to render 
an accounting until the renegotiation award had been de¬ 
termined. Now if, as we contend, the Court should not 
receive the previous exhibits relating to Micro, then I 
concede Exhibits II to QQ have no place in this proceed¬ 
ing. 

We object to Exhibit RR, the notice of April 21, 1947, 
only upon the ground that it manifestly appears that the 
notice was not timely; if received for the purpose of 
showing that it was not timely we make no objection. The 
same is true of Exhibit SS. 

I have no objection to my own letter, which is Exhibit 
TT explaining the grounds of our challenge of the Board’s 
jurisdiction, nor to Exhibit UU. 
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236 The Witness: John W. Browning, Joliet, Illinois. 

Direct Examination. 

• 1 • • • • • • • • * 

'Q. Will you tell me what individuals represented that 
company. A. Yes, Mr. Griswold, the President of North¬ 
west Automatic Products, and Mr. Bliss represented them, 
the two of them, up until the end of 1945 when we— 

237 I believe along in December when we were informed 
of these differences between Mr. Bliss and Mr. 

Griswold. 

• **•••**•• 

By Mr. Leathers: 

Q. At this conference in December, 1945, was there any 
discussion as to the figures for Northwest Auto- 

238 matic Petitioner here for the year 1944? 

Mr. Deinard: Pardon me, do I understand this is 
a conference at which Mr. Griswold was present? 

Mr. Leathers: No, a conference at which Mr. Bliss was 
present. 

Mr. Deinard: Object to it on the ground it is hearsay, 
no showing Mr. Bliss had any authority in December, 1945 
to represent anyone. 

The Court: Your rights will be reserved; you may make 
a motion to strike and argue it in the brief. 

• ••••••••• 

Q. Please answer the question. A. • • • I don’t 

recall exactly who else was present except I know Mr. 
Bliss was there and Mr. Griswold was not there. 

Q. Now, I think I asked you and you testified that the 
figures of Northwest for the year 1944 were dis- 

239 cussed? A. They were. 

Q. Will you explain how they came into this discussion. 
• ••••••••• 

The Witness: Mr. Bliss said in substance at this meet¬ 
ing that he and Mr. Griswold were in partnership in a 


company known as Micromatic Products which at that 
time to the best of my recollection had not been assigned 
to Chicago Ordnance District for renegotiation. Mr. Bliss 
further stated that Micromatic Products and Northwest 
Automatic Products did business between each other; that 
is, Northwest Automatic as I recall may have done work 
for Micromatic and Micromatic may have done work for 
Northwest Automatic Products. He stated that the figures 
which had been submitted on behalf of Northwest Auto¬ 
matic Products were not accurate. He said they were not 
accurate to the extent that costs were not properly charged 
against one company or the other, and that there had been 
an error where sales had been credited to one corn- 
240 pany and not to the other. Now, I am just repeating 
in substance what Mr. Bliss told us at that time. 

By Mr. Leathers: 

Q. Did vou later discuss this matter with Mr. Griswold? 
A. I did.' 

Q. About what time? A. Well, as quickly after that as 
we could conveniently arrange a meeting, and it took place 
sometime in January. Mr. Griswold came to Chicago and 
as I recall Mr. Baker was there. I know that Mr. Gris¬ 
wold vras there and he did have an associate with him and 
I am pretty sure it was Mr. Baker. We related to Mr. 
Griswold what Mr. Bliss had told us. We then discovered 
that there had been a very serious disagreement between 
Mr. Griswold and Mr. Bliss. After going over these dif¬ 
ferences, explaining to Mr. Griswold what Mr. Bliss had 
said, Mr. Griswold said, well, in substance “Mr. Bliss is 
all wrong, however, there may well be errors in the sub¬ 
mission which we have made of Northwest Automatic Prod¬ 
ucts but it was not by intention.” 

Q. As a result of that conference, how was the matter 
left? A. Well, the matter was left—it -was generally 
agreed between myself and Mr. Griswold as being prin¬ 
cipals of the matter and other accountants who were present 
that the only way—perhaps the best way to resolve 




86 


241 the matter was to wait until the annual audits which 
would be made of all the companies had been com¬ 
pleted. I might say there were other companies which 
were under the control of Mr. Griswold which we had to 
take cognizance of. 

The Court: Well, what he is saying is that there was a 
conversation in which, according to his version, they were 
going to wait the result of some audits of some companies 
including the Petitioner herein. 

• ! • • • • • • • • • 

The Court: And the rest of it, what he has said will be 
stricken out. 

242 Mr. Leathers: May I have this marked as an 

* 

Exhibit. 

(Respondent’s Exhibit Number W was marked for 
identification.) 

243 Mr. Deinard: I think * * * your Honor * • • I 
would want it to appear that the entire transcript 

is subject to my objection since it appears on its face it 

relates to Micro and relates to the- 

Mr. Leathers: Would you want to do the same thing 
with the minutes of the other meetings referred to? 

Mr. Deinard: Yes. 

The Court: It is admitted subject to the reservations 
which have been discussed heretofore. 

Mr. Deinard: If I might ask, I assume by this suggestion 
that if Mr. Browning were to testify he would not testify 
inconsistent with the transcript? 

Mr. Leathers: I think that is right. 

Mr. Leathers: Your Honor, I offer this Exhibit 

W. 


24*4 
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The Court: Very well, subject to the same reservations. 
Mr. Leathers: Mark these two, too. 

(Respondent’s Exhibits WW and XX were marked for 
identification.) 

The Court: Same ruling and same reservations. 

• •••*••••• 

245 Mr. Leathers: I offer Exhibit XX. 

The Court: Same ruling, same reservations. 

• ••••••••• 

246 The Court: The witness’ opinion means nothing 
to me in connection with the construction of an agree¬ 
ment. If there are minutes of a meeting and if this witness 
testifies that they are inaccurate in some respect and what 
his recollections of what the correct version may be, that is 
another matter. 

• •***•*••• 

247 Q. (Mr. Leathers) Mr. Browning, I show you Ex¬ 
hibit R, being a letter of May 1 in which the exten¬ 
sion forms were forwarded, and ask you if that was sent 
pursuant to your understanding of the agreement reached 
at the April 4th conference? 

Mr. Deinard: Objected to as incompetent, calling for a 
conclusion of the -witness. 

The Court: I don’t see where that wrould be helpful, Mr. 
Leathers. I wull be glad to hear from you—he can testify as 
to wrhat the understanding is if he hasn’t already done so. 

• ••••••#•• 

248 The Court: Well: Mr. Leathers, on a suggestion 

249 from counsel that he is going to follow something 
up, I wrould admit the letters tentatively and, subject 

to the same objections, then when they are in he can state 
whether they represent the understanding or not. 

• ••••••••• 
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Q. Mr. Browning, with respect to Exhibit R, T ask you 
if that letter portrays your understanding of the agree¬ 
ments which had been reached between you and Mr. Gris¬ 
wold. 

Mr. Deinard: To which I object on the ground it is in¬ 
competent— 

• ••••••••• 

The Court: Very well, I am going to let it in subject 
to the same general objections and subject to the specific 
one that Mr. Deinard has just made. 

A. The answer to the question is yes. 

• • • • • • • • • • 

253 The Court: Was 1944 one of the years intended 
to be covered by audits and with respect to this 

Petitioner? 

The Witness: It was. 

Q. (Mr. Leathers) I show you exhibit CC which is a 
letter dated June 24,1946 and I draw your attention to the 
i fact that references are here made to the audit of 

254 Peat, Marwick & Mitchell. I also draw your attention 
to the letter of July 3, 1946 being marked Exhibit II 

which purports to be in response to the June 24th letter, 
and I ask you if Exhibit II is the first notification which 
you had that the audit would not be completed, or would 
not be authorized I should say by Mr. Griswold? A. Yes, 
it was. 

Q. I show you a document marked Exhibit Z which pur¬ 
ports to be a letter of June 10, 1946- 

Mr. Deinard: This, your Honor, is not included in the 
stipulation. 

• ••••••••• 


89 


The Witness: All I could testify to that is to how mail 
is generally handled in the District. 

• *•••••••• 

255 The question is, do you remember this letter—dic¬ 
tating this letter? A. Well, I would remember dic¬ 
tating the letter, yes. 

Q. Do you remember that? A. Yes. 

Q. And to the best of your knowledge was it sent from 
your desk after it was dictated in the form that you see 
it there in the regular way for mailing? A. To the best 
of my knowledge it was. 

• ••••••••• 

258 Mr. Deinard: You did not yourself, I take it, have 
anything to do with the examination or packing or mailing 
of these files from Chicago Ordnance to Washington? 

The Witness: No, sir. 

Mr. Deinard: So all you know is the general instructions 
that you issued and the assumption on your part that they 
were carried out, is that right? 

The Witness: That is correct, and checking the letter 
of transmittal vrhich I looked in the file this morning to see 
if it was there. 

• ••••••*•• 

261 The Witness: Well, so far as the letter goes, after 
reading the letter, refreshing my recollection, I could say 
positively that I did dictate the letter. 

Mr. Deinard: • • * Now, with respect to mailing it, 
as the administrative head of the agency, you don’t pur¬ 
port to have had anything to do physically with the 
mechanics and routine of mailing, do you ? 

262 The Witness: No. 

Mr. Deinard: So that if this letter were typed by 
your secretary and were presented to you and you signed 
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the original, if all of those conditions were performed in due 
course and routine, you then would have put the letter in 
some sort of box, out-going box? 

The Witness: Yes. 

Mr. Deinard: On your desk. 

The Witness: Yes. 

Mr. Deinard: And it wwild then be the function of some 
subordinate or assistant to remove the letter, fold it, put 
it in the envelope and eventually take it to a mailing 
room ? 

The Witness: That’s correct, substantially, the mailing 
room actually did the sealing. 

Mr. Deinard: Oh, then vrhat -would your secretary do with 
the letter assuming you put it in the out-going box? 

The Witness: She would take the letter with the envelope 
down to the mail as such. 

• ••••••••• 

Mr. Deinard: And the most that you can say about this 
is that on reading this copy, you have a recollection 
263 of the general nature of the dictation, is that it? 

The Witness: That’s right. 

Mr. Deinard: And that if you signed it, it would have 
been put in the box and would have been handled in the 
regular routine? 

The Witness: That’s correct. 

Mr. Deinard: You don’t claim to be able to testify in this 
court that you recall signing it and recall putting the indi¬ 
vidual letter in a box? 

The Witness: I couldn’t say that, I signed some days 
hundreds of letters. 

Air. Deinard: Of course, and you had many people in 
the organization that signed for you, did you not? 

The Witness: Yes. 

• ••••••••• 

Mr. Deinard: Object to it on the ground no foundation 
laid and let me say to your Honor, as counsel knows, this 
is the only exhibit as to which we did not concede genuine- 
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ness because as to all of the documents which have been 
produced by counsel for the government, I am excepting 
those I myself produced which are in a separate- 

264 The Court: That will all be argued in your brief. 
Obviously the letter has some significance and I am 

not in a position to pass on it now in the present state of 
the record. It will be received subject to your specific 
objections and the general objections, and to every other 
objection except the fact that it is a photostat rather than 
a typed copy. 

Mr. Leathers: That’s all. 

• ••••••••• 

265 Cross Examination 

By Mr. Deinard: 

269 By Mr. Deinard: 

Q. During 1945 there were formal assignments, were 
there not, from the War Contracts Price Adjustment Board 
to your Board? 

• ••••••••• 

The Witness: Yes, there were. 

By Mr. Deinard: 

Q. And it is a fact, is it not, that in the year 1945 and 
or 1946 there were assigned to your Board for renegotiation 
in addition to Northwest, the Petitioner, the following 
companies—Micromatic? A. Yes, sir. 

Q. Griswold Signal Company? A. I believe that Gris¬ 
wold Signal was, yes—I know that Micromatic was. 

• ••••••••• 

Mr. Deinard: I only want to show without question, your 
Honor, that there were separate renegotiation proceed¬ 
ings, there never was a consolidated renegotiation. 

270 Mr. Leathers: I will concede that. 

• ••••••••• 
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By Mr. Deinard: 

Q. And in addition to the Petitioner’s renegotiation for 
the fiscal year 1944 there was separately assigned to your 
Board, was there not, Petitioner for the year 1945? A. 
That’s correct 

• ••••••••• 

273 Q. Now, when Mr. Bliss came to your office in 
January, 1946,—December, 1945 (I’m sorry)—of 
which you have produced a transcript, didn’t you then know 
that in November, 1945 he had commenced litigation against 
Griswold which was then pending? A. Well, I knew there 
was litigation pending between Griswold and Bliss. 

• ••••••••• 

277 Q. Did you make a note in your file of the call or 
any summary of the contents of the call? A. That 
was done sometimes, and sometimes not. There 

278 were many calls made, and only if it was a matter 
of particular importance that I wanted to remember 

and have noted in the file. 

Mr. Deinard: Now, would you tell me, Mr. Leathers, do 
you have a record of any phone calls from the witness to 
representatives of Northwest? 

Mr. Leathers: I don’t know. 

By Mr. Deinard: 

Q. Do you recall, Mr. Browning, talking to me in 1946? 
A. No, I don’t, Mr. Deinard, I may have, but I have no 
recollection of it if I did. 

• ••••••••• 

279 Q. So that I take it there is no use in my asking 
you about individual conversations in 1946 with Mr. 

Griswold or others,—you wouldn’t purport to remember 
them eight years later? A. Well, I can say only this 
much,—I read through the files, and after refreshing my 
recollection, based on the correspondence, I did talk to 
Mr. Griswold on the telephone during 1946. 
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Q. If I should ask you as to a particular conversa¬ 
tion- A. I would not be able to recall a particular 

conversation, no. 

Q. Now, I want to ask you this,—just prior to December 
12th, 1945, at which time Mr. Bliss and his lawyer, Mr. 
Ewing, appeared in your office—as shown by the transcript, 
Exhibit XX—will vou state whether or not there was then 

w 

in your hands a complete file on Northwest Automatic for 

1944, —I mean, aside from any claims that Mr. Bliss 
launched on December 12th,—otherwise, was the file then 
complete and already audited? 

280 Mr. Deinard: You see, it is counsel's contention, 
as he expressed yesterday, that because of the cer¬ 
tain claims that were made by Bliss on December 12th, 

1945, and because .of the anxiety of the renegotiating par¬ 
ties to get to the bottom of them, that the matter was 
treated as incomplete until July. 

• ••••••••• 

281 The Witness: I recall the question—whether, in 
my opinion—whether or not the file was complete, 

and the answer is that my opinion is it was not complete; 
otherwise we ■would have gone right ahead and made a 
determination. 

• ••••••••• 

Q. And I think you testified that on December 12th, when 
Mr. Bliss appeared, he was appearing as a representative 
of Northwest? A. Up to that time he had appeared 

282 as a representative of Northwest. 

Q. That wasn't what the question was yesterday, 
and that is not my question today. When he appeared on 
December 12th, 1945, was he appearing as an employee of 
Northwest? A. At that conference on December 12th, 1945, 
he told us that he and Mr. Bliss were having—had a 
misunderstanding. 

• ••••••••• 
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I recalled yesterday my general recollection of the con¬ 
versation, that he and Mr. Griswold had had a misunder¬ 
standing. As to when the termination of Mr. Bliss’ em¬ 
ployment occurred, I did not recall. 

Q. I just want to make this clear—you are not claim¬ 
ing, are you now, that on December 12th, you understood 
or were told that Bliss was then an employee of North¬ 
west? A. I am making no claim, Mr. Deinard. 

• «•••••••• 

285 Q. Now, let me ask you this: You were advised 
at that meeting by Mr. Bliss that he had nothing to 

do with the renegotiation work on Northwest? A. Well, I 
can’t say that because he already had something to do with 
the renegotiations on Northwest. He advised that he had 
no claim and he had no interest in Northwest. 

• *•*#••••• 

286 Q. And you understood, didn’t you, that on De¬ 
cember 12th, when he appeared, that he was no 

longer representing Northwest, but was adverse to Mr. 
Griswold and was suing him? A. That is correct. 

Q. All right. Now, as a result of the claims that were 
made by Mr. Bliss, you felt it advisable, did you not, to 
call Mr. Griswold to a conference? A. Yes, sir. 

Q. And that is how the conference of January 3rd, 1946 
came about? A. Yes, sir. 

Q. And at that conference, Mr. Baker—who sits next to 
me—appeared, did he not? A. Yes, sir. 

Q. And at that time there was discussion, was 

287 there not, of additional records that your agency 
would like to have wdth reference to Northwest and 

Griswold Signal? A. Right. 

Q. All of those records that were requested by you at the 
meeting of January 3rd, 1946 were actually delivered to 
your agency on February 11th as recorded by Exhibit M, 
were they not? 

• ••••••••• 


95 


291 A. The records that were sent on February 8th, 
were the records that were requested in the meet¬ 
ing of January. I didn’t intend to give the impression that 
they were not. 

• • • • • • • • 

293 Q. Now, on that occasion Mr. Griswold told you, 
did he not, that he would talk to his counsel as to 

wdiether or not it was advisable to have an independent 
audit? A. He did. 

• •••*•***• 

294 Q. Let me ask you this: Isn’t this true that Bliss’ 
claims announced to you orally on December 12th, 

1945 and the claims made on his behalf in the Hines-Wilker- 
son audit all w^ent to a claim that the income of Northwest 
as reported to you was excessive, and that a portion of 
that income should be allocated to Micro instead? A. That 
may be a fair statement—that may be. I can’t say defi¬ 
nitely that there may not have been some counter charges 
back, but the burden would have been probably to have de¬ 
creased the income of Northwest and increase the income 
of Micro, but there again, I would have to go back to the 
audit. But I think your statement is probably a fair 
conclusion. 

Q. Yes. So that you do not know of anything, do you, 
advanced by Bliss orally or in a so-called audit, which 
would have adversely affected Northwest on a renegotia¬ 
tion? A. Well, you say adversely—we were just as inter¬ 
ested in seeing that the company’s income was properly 
stated. We didn’t want it understated any more than we 
wanted it overstated. 

• ••*•••••• 

296 Q. Did you take any action? A. I can say we did 
not consolidate. 

Q. In order to consolidate Micro with Northwest, they 
would have had to have the same fiscal periods, would 
they not? A. That was one of the primary difficulties of 
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the consolidation, because Micro’s fiscal year ended, I be¬ 
lieve, in April. It was not on a calendar and Northwest 
was on a calendar year. 

Q. Isn’t it a fact that at the meeting of January 3rd, 
1946, which Mr. Baker and Mr. Griswold attended, you 
announced to them that Micro and Northwest could not be 
consolidated for the very reason you have just stated? 

• ••••••••• 

The Witness: I grant that I may well have made 
297 that positive statement, because, as I say, it was our 
practice not to consolidate when we were not on 
concurrent fiscal years. 

By Mr. Deinard: 

Q. So that the general discussion you have given us of 
the possibility of consolidation could not have affected the 
situation of Micro and Northwest, isn’t that correct? A. 
In so far as consolidation. 

*••**••**• 

299 Redirect Examination 
Bv Mr. Leathers: 

Q. Mr. Browning, I would like to show vou Exhibit R, 
Exhibit CC, and Exhibit II. The first one, Exhibit R, is 
the letter of May 1st, which you apparently wrote, forward¬ 
ing the extension agreements. Exhibit CC is your letter 
of June 24th, 1946 to Mr. Griswold, and Exhibit II is a 
letter to vour office July 3rd to Mr. Griswold, and I would 
like to ask you, to the best of your recollection, whether or 
not you were ever informed—at least prior to the letter of 
July 3rd—that the extension agreement forwarded by Ex¬ 
hibit R would not be signed? A. That is correct. 

Q. That you were informed? A. That July 3rd—the let¬ 
ter of July 3rd is the first definite information I had that 
the extension agreement would not be signed. 

• ••••••••• 
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A. I don’t know that I ever received a definite answer 
from Mr. Griswold that he would not execute the extension 
agreement. 

300 Q. All right now, I draw your attention to the 
stipulation on file in this case and I ask you particu¬ 
larly to note the reference to the meeting of May 7, 1946, 
which it has been stipulated was held in Minneapolis with 
Mr. Cahill from your office and Mr. Solstad of Peat Mar¬ 
wick and Mitchell. I would like to ask you if you know 
why Mr. Cahill attended the meeting in Minneapolis? 
*•*•**•**• 

Q. I would like to ask you if anything unusual occurred 
on that day? 

• ••••••*•• 

301 A. Mr. Cahill called from Minneapolis on the tele¬ 
phone. 

By Mr. Leathers: 

Q. Would you relate the substance of that telephone 
call? 

Mr. Deinard: Objected to as hearsay. 

The Court: * * * The objection will be preserved. 

• *****••*• 

A. Mr. Cahill—on the telephone—told me that the ap¬ 
pointment that he had to meet Mr. Griswold and the rep- 
resenative of Peat Marwick and Mitchell was in office of 
the Peat Marwick and Mitchell, that Mr. Griswold was not 
there and did not want to come over and wanted him to go 
over to his office—Mr. Griswold’s office, and that he felt 
that the meeting should be in the office of Peat Mar- 

302 wick and Mitchell. I said, “Well, Lieutenant Ca¬ 
hill, if Mr. Griswold wants the meeting in his office, 

you go on over to his office and meet him there with the 
representative of Peat Marwick and Mitchell.” 

Q. And was it later reported to you where that meeting 
was held? A. When Lieutenant Cahill returned, he reported 
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that the meeting was held, to me orally, and then made a 
written resume of what transpired, which I read through, 
and put in the file. 

Re-cross Examination 
By Mr. Deinard. 

Q. Exhibit R, with which you sent a proposed stipula¬ 
tion, you will recall- A. Yes, sir. 

Q. You say in the last sentence, “If you can take 

303 care of this right away, it will be appreciated, and 
Mr. Cahill will pick up the executed papers when he 

is in Minneapolis this week.” You were referring, were 
you not, to Mr. Cahill’s projected trip to see Peat Mar¬ 
wick and Mitchell? A. Yes, sir. 

Q. That is the trip that he made on May 7th? A. Well, 
I believe it is. He didn’t make more than one trip. 

Q. And Mr. Cahill came back, and he did not bring back 
a stipulation signed by Northwest? A. That is correct. 

• •*••••••• 

304 Raymond Baker 

Q. Will you state your profession? A. Accounting. 

• *•••••••• 

305 Q. From 1942, until 1946,—the month of April, 
1946,—with whom were you associated? A. Herman 

C. J. Peisch. 

• ••••••••• 

306 Q. Now, with respect to the printed form, which 
is supplied by the government, was that filled in, 

if you know, in Peisch’s office or in Northwest’s office? A. 
I believe that was filled in in the office of Northwest. 

Q. Will you tell me from what documents the schedules 
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were taken? A. They were taken from the audit report 
as prepared by Peisch. 

Q. When was that audit dated? A. In March of 1945; 
the exact date is March 22, 1945. 

• ••••••••• 

Q. (By Mr. Deinard) Did you personally supervise the 
preparation of that audit and thereby the schedules at¬ 
tached to the contractor’s statements? A. I did. 

Q. Now, on the face of the printed form, there is an 
entry under IV, sub. 2, reading: “All claims pending 

307 at end of year, $15,710.71.” A. That is right. 

Q. Do you know what that represents? A. That 
represents the amount of monies that Northwest might 
expect to receive on termination claims that were pending 
with the government on the cancellation of the contract. 

Q. I will ask you whether or not that item, appearing in 
the printed form, was included in the Peisch schedules? A. 
As attached to the Contractor’s Report? 

Q. Yes. A. No, that item was not. It was set out on the 
face of the form. 

Q. Will you just tell me why that item was omitted at 
that time, from the Peisch schedule? A. That was omitted 
in accordance with Internal Revenue Bureau regulations, 
where a pending claim was not determined in the exact 
amount. The taxpayer would file a tentative tax return, 
until such time as the exact amount was determined by 
negotiations with the government. When the final amount 
was actually determined, the return of the taxpayer would 
then be amended, and taken into consideration with the full 
amount of the final claim, and the amount that was esti¬ 
mated to represent the claim was included on the face of 
the Contractor’s Tax Report. 

Q. All right. Now, I will ask you, in connection 

308 with the figure of $15,710.71—-will you say whether 
or not that was the estimated amount of the claim 

before the settlement? A. That was. 


i 



100 


Q. Now, leaving out of account that one item of pending 
claim, I will call your attention to the profit figure before 
taxes, shown on the schedules, and thereby in the Peisch 
audit of March 22, 1945, and I will ask you to give us the 
amount. A. Profit before taxes on income, $406,073.86. 

Q. I will ask you whether or not that figure was cor¬ 
rect? A. That was correct. 

Q. Now, I will call your attention to the item of $15,- 
710.71, and I will ask you whether or not it was later 
liquidated by agreement with the government, and if so, 
at what figure? A. It was later liquidated at the figure of 
$15,615.17. 

Q. I will ask you whether or not that liquidated figure 
was then shown in the supplemental Peisch Audit? A. 
It was. 

Q. Now, that $15,000—using rough amounts—added to 
the $406,000 shown in the first Peisch Audit, aggregated 
$421,000, approximately? A. Right. 

Q. I will ask you whether or not that figure agrees with 
the final figure for the profit before taxes, as 

309 determined by the panel in Washington, in April 
of 1947, and as thereafter determined by the War 

Contract’s Price Adjustment Board as shown by their state¬ 
ment of October 7,1948? A. It does, to the exact penny. 

• ••••••••• 

(Petitioner’s Exhibits 1-A and 1-B were received in evi¬ 
dence.) 

By Mr. Deinard: 

Q. Mr. Baker, I will ask you to turn to Exhibit B and 
to the righthand column, to the entry across from the 
phrase “Net profit before taxes measured by income” 
which reads: “$421,”—with the thousands omitted— 

310 is that the figure to which you referred? A. That is, 
sir. 

Q. Now, I will ask you to state whether or not the finan- 
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cial statement of April 30, 1945, was or was not full and 
complete? A. It -was. 

• ••••••••• 

Q. (By Mr. Deinard) I want to ask you, aside from the 
liquidation of the termination claim and its adjustment in 
an amount of less than $100, namely from $15,710.71, esti¬ 
mated, to $15,615.17—were there any adjustments at any 
time, in the figures shown in the final statement? A. None 
whatever. 

Q. I believe you said, that the supplemental Audit Report 
of Mr. Peisch, made that one correction in the amount of 
the claim? A. That is right, it did. 

Q. What was the date of the supplemental Audit Re¬ 
port? A. September 21,1945. 

311 Q. Now, I will call your attention to Exhibit M, the 
letter of February 8,1946, transmitting a number of 

documents, including “Audit, Northwest Automatic Prod¬ 
ucts Corporation,” and the second item under it, “three 
copies of the calendar year, 1944” which was sent to Chi¬ 
cago, Price Adjustment Division. A. Yes, it was. 

Q. (By Mr. Deinard) Now, I will ask you whether that 
adjustment in the termination claim from an accounting 
standpoint, rendered the Contractor’s Statement of April 
30, 1945, either incomplete or untrue in any re- 

312 spect? A. No, it did not. 

*••••**••* 

Q. Now, I will call your attention to your statement on 
page 35, paragraph 1, at the meeting: “Mr. Baker: On 
Northwest right now the last supplemental Audit Report 
took into consideration termination of contracts and will 
not tie in with the last amended tax return filed, because we 
are taking a short period of amortization on Northwest.” 
Now, I w T ant to ask you, whether you were then talk- 

313 ing about the Peisch audit of September, 1945, and 
the termination item to which you have testified? 

A. I was. 
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Q. Now, I call your attention to the following provision 
of the then applicable regulation, 1602.222 as follows, the 
last sentence: “A Standard Form of Contractor’s Report, 
so prepared and filed, will be deemed to constitute a suffi¬ 
cient compliance with the mandatory filing requirement 
of this section, in the absence of a notice of insufficiency, 
sent to the contractor within ninety days after the report 
has been filed.” I will ask you, first, commencing in April 
of 1946, did you leave the employ of the Peisch firm, and 
become an employee of Northwest? A. I did, as of April 
1,1946. 

Q. Have you been with Northwest ever since? A. Yes. 

Q. As comptroller and accountant? A. Yes. 

Q. I will ask you whether or not you had responsibility 
for such matters as renegotiation, commencing with the 
time of your employment? A. I did. 

Q. Under whose general direction did you work? A. 
Under Mr. Griswold. 

Q. Will you state whether or not you had custody 
314 of the appropriate files of the company, relating to 
renegotiation? A. I did have them, 
i Q. Now, I will ask you whether Northwest ever received, 
within ninety days after May 4, 1945, or at any time, a 
notice of insufficiency, or any notice, claiming any defect 
or insufficiency in the Contrator’s Statement? 

• ••••••••• 

320 A. No. 

Q. Now, I call your attention to Section B on the 
reverse side of the Contractor’s Report, paragraph XIII, 
which refers to 

“(A) A brief statement of the nature of our pre-war 
business, etc. 

“(B) A statement” relating to “Parent, subsidiary and 
affiliated companies”, etc. 

Then I call your attention to the parenthetical direction 
above it, which says: “ Items XIII, XIV and XV, compris¬ 
ing Section B of this report, are not required to be filled 
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out by the contractors, or sub-contractors, who have entered 
into formal agreements, or received authorized clearance 
notices under the Renegotiation Act, with respect to any 
past fiscal years.” 

321 Now, will you state whether or not the questions 
called for by XIV and XV were in fact filled in? A. 

They were. 

******•••• 

322 The Court: All right, petitioner offers, and it is 
received without objection, as Petitioner’s Exhibit 

2, the letter dated November 21, 1944, from Chief, Price 
Adjustment Section, Chicago, Ordinance District, to peti¬ 
tioner. 

(Petitioner’s Exhibit 2 was received in evidence.) 

Q. (By Mr. Deinard) Now, despite that, I will ask you 
whether or not under date of February 8, 1946, there was 
submitted to Chicago Ordinance, the statement referred to 
in XIII? A. There -was. 

Q. Now, let me ask you—were you acquainted with one 
J. J. Bliss ? A. I was. 

*•••**•*•• 

323 Q. When Bliss went off the payroll—strike that— 
in 1945, prior to September, was Bliss on the payroll 

of Northwest? A. Yes, he was. 

Q. Will you state when he -was off the payroll? A. I 
believe it -was September 30, 1945. 

Q. I will ask you whether or not he was an employee 
of Northwest at any time, after September 30, 1945? A. 
No. 


*••*•••••• 

324 The Court: • * • Petitioner’s Exhibit 3, re¬ 
port of conference of 5-18-45, relating to petitioner, 
is received without objection. 

• ••••••••• 
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Q. I call your attention to Exhibit D, a letter from pe¬ 
titioner of June 12, 1945, transmitting cerain records of 
petitioner—namely income tax reports from 1936 to 1941, 
and an audit for 1942 and 1943 and 1944 tax returns—and 
I will ask you whether any of those documents were for 
the purpose of, or did in fact, either complement or modify 
in any way, the Contractor’s Report for 1944? A. No, they 
did not. 

325 Q. From the accounting standpoint, did they in 
any way affect the financial statement shown in the 

Contractor’s Report? A. Not a bit. 

Q. Now, on November 14, 1945, petitioner submitted in 
response to the request from Chicago P.A.D., under date of 
September 18, 1945, a statement of incorporation, a state¬ 
ment of so-called “affiliate companies”, that is identifying 
them, a statement as to price reduction, and a list of 
equipment destroyed in a fire in February, 1945, and I will 
ask you whether or not any of that information supple¬ 
mented, modified, changed, or affected the financial state¬ 
ment or figures contained in the Contractor’s Report? A. 
It did not. 

• •••••••*• 

326 Q. I will ask you whether or not you accompanied 
Mr. Griswold to Chicago for the meeting of January 

3, 1946, the proceedings of which are reported in a tran¬ 
script produced by the government marked Exhibit WVV? 
A. I was. 

• ••••••••• 

327 Q. (By Mr. Deinard) I will ask you, whether or not 
at that meeting, you took notes? A. I did. 

Q. And I will ask you whether or not you made a record 
of all items—whatever they were—which were requested for 
submission? A. I did. 

Q. I will ask you whether or not, on your return to 
Minneapolis, you assembled those records? A. I did. 

Q. I call your attention to the letter of February 8, 
1946, signed by Mr. Griswold, and receipted for by Mr. 
Cahill on February 11, 1946, which has been marked Ex- 
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hibit M—did you or did you not assemble the records 
which are cited as being enclosed? A. I did. 

Q. Were they in fact, sent? A. Yes, they were. 

328 Q. I will ask you whether or not they included all 
items, which had been requested of you, at the Jan¬ 
uary 3,1946, meeting? A. They did, they were complete. 

Q. I will ask you, whether any of those records in any 
way, affected, modified, or changed, from an accounting 
standpoint, the figures shown in the Contractor’s State¬ 
ment, excepting as, in accordance with what you have 
already said, the revised Audit, took into account the 
liquidated amount of the termination claim? A. They didn’t 
affect it at all. 

• ••••••••• 

Q. At that meeting on January 3, did you, in words or 
in substance, say or intimate, that there were, or might be, 
anv errors in the Contractor’s Statement submitted? A. 
No. 

• •«••••••• 

330 The Witness: I made no such statement. 

Q. (By Mr. Deinard) Did Mr. Griswold, in your 
hearings, make any such statement? A. He did not. 

Q. Now, I will ask you—from an accounting standpoint, 
referring to the various records that were submitted com¬ 
mencing with June 12, 1945, down to and including the 
letter of February 8, 1946,—whether from an accounting 
standpoint any of those items were submitted for the 
purpose of completing, or did complete, the financial state¬ 
ment of April 30, 1946? 

• ••••••••• 

331 The Witness: They did not. 

• ••••••••• 

Q. (By Mr. Deinard) Mr. Baker, were any additional 
items of information, by way of records of any kind, 

332 submitted by Northwest after February 8, 1946, or 
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the date of receipt, February 11, 1946? A. No, they 
were not. 

Q. You were not present at the meeting of April 4, 
1946, which Mr. Griswold attended in Chicago, which is 
disclosed by the transcript, Exhibit W? A. I was not. 

Q. I will ask you whether or not you knew of that meet¬ 
ing? A. Yes, I did. 

. Q. I will ask you whether or not Mr. Griswold reported 
to you, what was said at that meeting? A. Yes, he did. 

Q. I call your attention to the statement by Mr. Brown¬ 
ing, on page 18: “Mr. Browning: How about Northwest for 
’44? We have to dispose of Northwest as a cancella¬ 
tion.’ ’ I will ask you wdiether or not Mr. Grisw^old reported 
to you, Mr. Browning’s statement with reference to the 
cancellation of Northwrest? A. He did. 

Q. I will ask you wiiether or not you relied upon that 
statement, in reference to setting up the books? A. I did. 
Q. Will you just tell the Court, w’hat you did, or did not 
do, from an accounting standpoint in reliance upon 

333 it? A. From an accounting standpoint, had North¬ 
west been subject to a renegotiation refund, it w’ould 

have been sound accounting practice to make a reserva¬ 
tion on our balance sheet for that. In view of the state¬ 
ment made to Mr. Griswrold at Chicago by Mr. Browming, 
that there was going to be a cancellation of Northwest, I 
therefore did not provide for such a reserve on our balance 
sheet. 

• ••••••••• 

334 Q. Now, were you present at a meeting with Mr. 

335 Cahill on May 7, 1946, five days after the receipt of 
Exhibit Q and R? A. Yes, I was. 

• ••••••••• 

(Petitioner’s Exhibit 4 w T as received in evidence.) 

• ••••••••• 

336 Q. Now, I will ask you, at that meeting—was there 
some unpleasantness? A. Yes, there was. 
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Q. Between whom? A. Mr. Griswold and Mr. Cahill. 

Q. I will ask you whether or not there was anything said 
by Mr. Griswold about whether he would be willing to 
pay for an audit or re-audit of Micro. A. Yes, there was. 
Q. What was it? A. Well, the matter was brought up, 
that Mr. Griswold would not be a party to the making 

337 of an audit of Micro, and standing the expense of 
that audit inasmuch as Mr. Cahill was spending 

most of his time with Mr. Bliss. Mr. Griswold, being of 
the opinion- 

Q. Is this what he said? A. Yes, that Mr. Cahill w T as 
assisting Mr. Bliss in the pending law suit between Mr. 
Bliss, and Mr. Griswold, and Micromatic Metal Products 
Co. 

• ••••••••• 

338 Q. (By Mr. Deinard) I show you Exhibit Z, which 
bears date of June 10, 1946, addressed to Mr. Frank 

Griswold, Griswold Signal Company, and it bears the 
stenographic notation, “One enclosure, copy, letter June 10, 
1946, to Peat, Marwick, Mitchell and Company.’ ’ When did 
you first see such a document—I am referring to this photo¬ 
stat or any facsimile? A. I would say the first day the 
Court convened here. 

Q. When Mr. Leathers produced it? A. Yes. 

Q. Now, in June, 1946, will you state whether you were 
in the employ of Northwest? A. Yes, I -was. 

Q. And whether you w’ere then in charge of renegotia¬ 
tion or not? A. I was. 

Q. I will ask you whether any such letter was, to your 
knowledge, received by anyone connected with Northwest, 
or Griswold? A. It was not. 

339 Q. Since Mr. Leathers presented us with this 
copy, I will ask you whether or not you were re¬ 
quested by me, to make a search? A. I was requested to 
make a search. 

Q. Will you just tell the Court—since this letter was ad¬ 
dressed to the Griswold Signal Company—the extent of 
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the search that you made and where you looked? A. I 
checked all the correspondence records of the Griswold 
Signal Company, having to do with their renegotiation, 
and all the correspondence they had having to do with any 
government work whatever. I checked Northwest Auto¬ 
matic files and Micromatic Metal Products Co. files for 
this particular letter that was referred to, and I could not 
find the original of it. 

Q. Did you find any copy of it? A. No copy of it. 

Q. Now, I call vour attention to this so-called “ enclos¬ 
ure’ * to Peat, Marwick and Mitchell,—were you ever able 
to find any enclosure? A. No, sir. 

Q. Now, I will ask you, if in the regular course as sup¬ 
plemented by your search, you have found in the appro¬ 
priate records of the various companies, or accounted for, 
every other item of correspondence which has been here 
produced? A. I have. 

340 Q. And, with respect to those items which were 
addressed to the company, will you say whether or 
not I already had in my file, or whether you had given 
me, the originals ? A. I have. 

Q. With respect to those items sent to Chicago, whether 
you have given me the carbon copy? A. I have. 

Q. Now, I want to ask you whether in your hearing, or 
to your knowledge, anyone ever advised Mr. Browning 
that the proposed extension, relating to Northwest, would 
be signed? A. No, sir. 

Q. Now, I will ask you—after May, 1946, did you or did 
you not know, that renegotiation proceedings were still 
pending against the partnership, Micro ? A. Yes, they were. 

Q. I will ask you whether or not you knew that on be¬ 
half of the defendants in the Bliss law suit, I interposed a 
plea in abatement to the effect that, if an accounting were 
required, it would be impossible to determine the true in¬ 
come of Micro for the fiscal period ending April 30, 1945, 
until the conclusion of renegotiation? A. I know you did, 
sir. 

Q. I will ask you whether you know, that I secured a 
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continuance of that suit, until that determination 

341 could be made? A. You did. 

Q. And, whether I then took steps, with Mr. 
Browning and Washington, during the summer and fall 
of 1946, to expedite the renegotiation against Micro? A. 
Yes, you did. 

Q. Now, I want to ask this—at the meeting of January 
3, 1946, or at any other time, was any request either made 
of you, or to your knowledge, of anyone else representing 
Northwest, to have Northwest consolidated for renegotia¬ 
tion purposes with Micro, for the year 1944 or for the year 
1945? A. I know of no such request. 

Q. Or whether any proceedings were ever taken by 
Chicago P.A.D. to your knowledge, looking toward any 
such proposed consolidation? A. No, sir. 

Q. Now, after February 11, 1946, you did, I believe, 
submit some documents on Micro? A. Yes, sir. 

Q. Also, as I believe you have already mentioned, on 
Northwest, for the next fiscal year? A. Yes, sir. 

Q. Also, for Griswold Signal Company for the fiscal year 
ending December 31, 1945? A. Yes, sir. 

Q. I will ask you from an accounting standpoint, 

342 whether any of those records had any relation to 
the Contractor’s Report for Northwest, submitted 

under date of April 30, 1945, in the way of supplementing, 
modifying, changing, or otherwise affecting the figures 
shown therein? A. It did not. 

Q. Now, eventually Micro also was cleared, was it not? 
A. Of renegotiation, yes sir. 

• ••••••••• 

(Petitioner’s Exhibit 5 was received in evidence.) 

343 Q. (By Mr. Deinard) Mr. Baker, ultimately the 
case of Mr. Bliss against Mr. Griswold, and Micro- 

matic Metal Products Company, a Minnesota corporation, 
was tried? A. Yes, sir. 

Q. Northwest was never a party to that law suit, was it? 
A. No. 
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Q. Micromatic Metal Products Company, a corporation 
was a company bearing the same name as the partnership 
substantially, to which Mr. Griswold transferred the as¬ 
sets, after he had purchased Bliss's interest in the part¬ 
nership as of April 30, 1945? A. That is right. 

• ••••••••• 

344 Q. (By Mr. Deinard) Mr. Baker, sometime after 
Micromatic was cleared, the Bliss case was actually 

tried? A. Yes, it was. 

Q. Were you present? A. At all sessions. 

Q. And it came on for trial on September 13, 1948? A. 
Right. 

Q. And was tried until January 6, 1949? A. Yes, sir. 

Q. And thereafter, in February, 1949, the case was 

determined adversely to Bliss? A. It was. 

• 

Q. With respect to each and every one of his claims? 
A. It was. 

Q. And by the decision, he was charged, was he not, 
with all the expenses of the law suit? A. Yes, sir. 

Q. Amounting, as I recall, to some $16,000? A. Yes. 

• ••••»•••• 

345 Q. (By Mr. Deinard) With respect to the purchase 
price which Mr. Bliss had agreed to pay Mr. Gris¬ 
wold for his half interest in Micro, I believe that was 
$45,000, was it not ? A. Yes, it was. 

Q. That was charged, was it not, with all the expenses 
of the law suit, and we deposited in Court, for Bliss, the 
difference amounting to about $29,000? A. Yes. 

Q. In full settlement to Bliss? A. In full settlement. 

• •*•***••♦ 

346 Q. (By Mr. Deinard) One other thing, there was 
some reference made by Mr. Browning, and there is 

also reference in the minutes of the meeting of January 3, 
to Griswold Signal—I will ask you whether renegotiation 
with respect to Griswold Signal, for 1944 and for 1945, was 
closed out? A. Yes, it was. 
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Q. Also, reference was made to a partnership called 
Screw Machine Products Company. I will ask you whether 
that concern was cleared? A. It was. 

Q. There was reference to some other concerns in which 
Mr. Griswold had an interest, such as K.P. Manufacturing 
Company, and others—I will ask you whether those other 
concerns were cleared, either by exemption or by regular 
proceedings? A. They were. 

One other thing, Your Honor, in the stipulation of facts, 
signed by counsel, under date of November 27, 1945, there 
is reference to a conference in Minneapolis, and there is 
a statement which says: “J. J. Bliss for petitioner.” It 
now appears, that was an inadvertent error, and 

347 “J. J. Bliss” should be stricken out, and “F. W. 
Griswold” substituted. I understand, from Mr. 

Leathers, that he has no objection. 

• ••••••••• 

Mr. Leathers: All right, I have no objection. 

348 Cross-Examination 

By Mr. Leathers: 

*•••••••#• 

Q. Mr. Baker, I draw your attention to page 37 of the 
minutes of January 3, 1946, being Exhibit W, and I draw 
your attention, particularly, to this language: “Mr. Baker: 
We will get out the audit report on Griswold, Northwest, 
and Micromatic Metal, to April 30th. The audit report on 
Griswold and Northwest, will be for 1943 and 1944.” Now, 
what audit report was that, if it’s not the one dated 

349 September 21st? A. Didn’t you say, that I made 
the statement here, that it was not ready. I think 

in this meeting here, there is reference that there is an 
audit report that was not ready. That would be the 1945 
audit of transactions, Mr. Leathers. 

• •••••*••• 
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350 Q. (By Mr. Leathers) Do you know when the 
audit for 1945 was completed? A. It would be 
completed—my work on the audit—would be corn- 

351 pleted sometime during the latter part of February, 
because subsequent to getting our figures together, 

there would be the filing of the tax returns, the actual 
preparation of the Audit Report, itself, and the issuance 
of the Contractor’s Report prior to April 1st, of the follow¬ 
ing year. 

• i* • • • • * * • • 

355 The Court: Mr. Leathers, I don’t want to stir up 
a lengthy argument at that time, either from you 
or Mr. Deinard, on something which will ultimately 

356 have to be briefed and argued. However, the prog¬ 
ress of your cross-examination, brings an issue to 

mV mind, and I have had no light on it so far. Just what 
is meant by the statute, when the year of completion of 
renegotiation is followed up to the point of filing of the 
financial statement of the contractor? It doesn’t mean 
that some mere inaccuracy of one sort or another in a 
financial statement could permit you to extend the period 
of that year, because if that were so, it would simply put 
it within your power to forever extend the statute. Now, 
I am not deciding that, you understand, but I am trying 
to understand where we are getting at. The very fact 
that a financial statement is required to be submitted, 
and that you are given a year thereafter to determine ex¬ 
cessive profits, pre-supposes that in starting the run of 
the year, Congress must have had in mind that the finan¬ 
cial statement wouldn’t necessarily have to be one hun¬ 
dred per cent accurate. If that were so, there wouldn’t 
be any occasion on your part, to take a year to work the 
situation out. 

Now, if you can briefly orient me as to your view of 
just what the statute means, in connection with this finan¬ 
cial statement, it might help me. Otherwise, I have no 


course but to permit this record to accumulate until I 
get the final brief and can make a determination, myself. 

Mr. Leathers: I might say, that I am finished with 

357 this line of questioning, but I am perfectly happy 
to express my views on this thing, at this time. 

I agree with Your Honor, that the statement which Your 
Honor has made, is substantially the same position that 
we take. However, w T e feel that this case is an unusual 
case, in that the question—I don’t want at this time to 
argue the details of the evidence—of the accuracy of the 
figures were in constant question until some time about 
July 3, 1946, at the earliest. Before that letter, as evi¬ 
denced by the various agreements to have further audits, 
and the various statements made by Mr. Bliss, the pend¬ 
ing suit and all the other things which brought in ques¬ 
tion the accuracy of the statements, I think the record is 
clear and complete, that those doubts vrere conveyed to 
Mr. Griswold and Mr. Baker, and that they were familiar 
with and agreed to the method of resolving those doubts. 
Under those circumstances, it seems to us that the time does 
not run as a matter of law, as we will develop. 

The Court: I am not trying to pin you down to any final 
policy statement. You can still make any argument you 
want. You may not be willing to answer it at this time, 
but I would like to know, without binding you, as to 
whether you are proceeding on the theory on the one 
hand, that this financial statement wasn’t the financial 
statement as required by the statute, or whether you 

358 are proceeding on the theory, broadly speaking, of 
waiver, estoppel, implied agreement, or whether it’s 

a sort of melange, or a combination of all those things. 

Mr. Leathers: Well, without binding myself, I will give 
you the answer in this way. It seems to me quite clear, 
for the reasons which I have stated, that there never was 
a complete and accurate compliance with the statute suffi¬ 
cient to start the time running. Therefore, our first and 
basic premise is, that in spite of the information sub¬ 
mitted, it would not comply with the statute. 
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The Court: That is, the financial statement didn’t com¬ 
ply with the statute. 

Mr. Leathers: That is right, for the reasons disclosed by 
the correspondence and the minutes. Second, it is our 
position, that we didn’t have to wait, of course, until there 
was full compliance with that, until we started renegotia¬ 
tions. There, we come into the question of the three dates 
which the petitioner has raised in his petition. 

Now, on those, our position is this: The first letter of 
May 8th, does not comply, as we see it, with the statute. 
It was not intended to comply. We will show that nobody 
thought that it complied with the statute. Now, as to the 
other two dates,—that is May 1, 1946, and April 21, 1947— 
we don’t feel that at this time we have to make a choice, 
because either of those dates were timely. 

The Court: Well, I am not pressing you. I just 

359 wanted to understand. 

Mr. Leathers: We think the Court might decide, 
certainly everybody concedes that the latter one, April 21, 
1947, is the proper commencement—as to the other one, 
concededly, there is some doubt. 

Now, I am finished -with this line of questioning. 

• *•**••**• 

360 Frank W. Griswold 

• ••••••••• 

Direct Examination 
By Mr. Deinard: 

• ••••••••• 

Q. Are you now an officer of Northwest Automatic Prod¬ 
ucts Corporation, which we will call for brevity, “North¬ 
west”? A. I am. 

Q. And you were, in the year 1944 and also during the 
other years here involved, 1945,1946, and 1947 ? A. I was. 

Q. I understand that you were the owner of one-half of 
the outstanding stock? A. I was. 
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Q. Now, I will call your attention to the Contractor’s 
Statement which was dated April 30, 1945, and I am show¬ 
ing you a carbon—the photostat of the original bears 

361 your signature, does it not, as president and treas¬ 
urer? A. It does. 

Q. Now, did you yourself, have any direct connection 
with the bookkeeping or accounting? A. No, I did not, 
except to furnish the forms that came in to the accounting 
department. 

• ••••••••• 

Q. Now, at the time that you submitted this Con- 

362 tractor’s Report, Exhibit B, was it, so far as you 
knew, to the best of your knowledge and belief, true 

and correct? A. It was. 

Q. And complete ? A. Yes, it was. 

Q. You attended, did you, with a Mr. Bliss, the renego¬ 
tiation conference of Mav 18, 1945, in Chicago? A. Yes, 
I did. 

Q. You have read, within the last few days, have you 
not, the minutes of that meeting which Mr. Leathers kindly 
supplied us? A. That was a later meeting, I believe. 

Q. No, May 18, 1945. Well, I will show it to you. This 
(indicating) has been marked Petitioner’s Exhibit 3, and 
records the presence of Lt. Lubin, Mr. Cowley, and Mr. 
Ross. A. Yes, I remember that. 

Q. And at this time, Bliss was an employee of North¬ 
west? A. Yes, he was. 

Q. And remained in Northwest’s employ, according to 
Mr. Baker, until September, 1945? A. That is right. 

Q. After September, 1945, did Bliss represent 

363 Northwest, or you, in any respect? A. No, he did 
not. 

Q. And commencing about November 2,1945, he brought 
suit against you, and against Micromatic Metal Products 
Company, a corporation? A. He did. 

Q. Now, you are familiar with the fact, are you,* that 
in June of 1945, the month after this conference, that Mr. 




Bliss transmitted to Chicago Ordinance, certain documents 
which are listed in Exhibit B? A. Yes. 

Q. In September of 1945, a letter was sent by Mr. Ross, 
which is here as Exhibit F, calling for certain records. 
That letter commences: 1 ‘I am engaged in preparing the 
renegotiation report of your company for the year 1944.” 

Now, at that time, on or about September 18, 1945, will 
you just tell the Court whether you were ill. A. Yes, I 
was taken to the hospital with a ruptured appendix. 

Q. And were in the hospital, for how long? A. About 
eleven or twelve days, or possibly two weeks. 

Q. I understand that that letter of September 18, did 
not then come to your attention on account of your illness. 
Then, the next month, in October of 1945, at your request, 
they sent you a copy of it. A. That is right. 

364 Q. Do you recall that? A. Yes, I do. 

Q. Did you then issue instructions that all of the 
items asked for by Mr. Ross, should be furnished? A. I did. 

Q. And you signed the letter of November 14, 1945, 
which is here in evidence as Exhibit I? A. I did. 

Q. It appears that there was a meeting on December 12, 
1945, in Chicago, at which Mr. Bliss, and his lawyer, Mr. 
Ewing, asserted certain claims. * * * 

• ••••••••• 

Q. You were not present at it? A. No, I was not. 

Q. As I understand it, you never had access to any re¬ 
port or minutes of the meeting, until you saw this tran¬ 
script, a few days ago? A. No, I did not. 

Q. But after that meeting someone from Chicago, as I 
understand it, phoned you and requested that you come 
down? A. They did, yes. 

Q. Who was it that phoned you? A. Mr. Brown¬ 
ing. 

365 Q. Did you, at his request, then come down with 
Mr. Baker on January 3, 1946? A. I did. 

Q. You have, within the last few days, examined the 
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transcript which Mr. Leathers has given us of that meet¬ 
ing, have you not? A. Yes, I have. 

Q. Now, on that occasion, there was a great deal of dis¬ 
cussion, was there not, with reference to Micro? A. Yes, 
there was. 

Q. And the claims of Mr. Bliss? A. There was. 

Q. Now, at that meeting, I will ask you—did you hear 
Mr. Browning say, and I refer to page 38: “Mr. Browning: 
We can’t consolidate Micromatic, because it is a different 
fiscal period.” A. Yes, I did hear him say that. 

Q. Now t , I want to ask you, did anyone ever request you 
to consent to a consolidation of Northwest and Micro? A. 
No, they did not. 

Q. Or Northwest and any other concern? A. No, they 
never made such a request. 

Q. Were any proceedings ever taken, to the best of your 
knowledge, by the Chicago group, looking towards a con¬ 
solidation of Northwest for renegotiation purposes, 
366 wdth any other concern? A. No. 

Q. Now, do you recall, that at that meeting, vari¬ 
ous documents "were asked for? A. Yes. 

Q. Do you recall Mr. Baker’s making a list of them? 
A. That is right. 

Q. And that they were later sent down to Chicago in 
a letter signed by you, dated February 8, 1946, which is 
Exhibit M? A. That is right. 

Q. Now, that bears a receipt, by Cahill. Were those 
delivered in person by you, or -were they mailed? A. They 
were mailed. 

Q. Now% I will ask you, did you authorize Mr. Baker,— 
that is, while he was still with Peisch—to get these records 
together, and send everything that Chicago wanted? A. 
I did. 

Q. Now, after the transmission of these documents, do 
you know of any other records that were ever asked for 
or submitted, with respect to Northwest’s fiscal year, 1944? 
A. No, I do not. 
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Q. I will ask you what your understanding was—strike 
that—sometime in November, two months before the meet¬ 
ing you attended with Baker, I understand that Mr. 

367 Ross and L. T. Lubin were up here in Minneapolis'? 
A. That is right. 

Q. Now, on that occasion, did you show them your plant? 
A. Yes, I did. 

Q. Were there any financial statements of any kind, 
exhibited, or investigated, at that time? No, there were 
not. 

Q. Now, I call your attention to the fact that on April 
4, 1946, there was another meeting in Chicago, which you 
attended with a Mr. Kuckuck—have you, within the last 
few days, looked at the transcript which Mr. Leathers gave 
us, of that meeting? A. Yes, I have. 

Q. I understand that you never had access to any re¬ 
ports before? A. No, I did not. 

Q. Now, I call your attention to the statement by Mr. 
Browning, on page 18: “Mr. Browning: How about North¬ 
west for ’44? We have to dispose of Northwest as a can¬ 
cellation.” Was that statement made in your presence? 
A. Yes, it was. 

Q. Did you have some further talk with Mr. Browming 
about that, not disclosed by this transcript? A. No, I 
did not. 

368 Q. Now, I will ask you—what was your under¬ 
standing from and after April 4, 1946, as to whether 

or not the Northwest renegotiation for 1944, had been 
cancelled, or was being cancelled, and was ended? A. I 
didn’t—do you mean, when I heard anything about it? 

Q. No, I want to know from what Mr. Browning said, 
what was your understanding at that time, and thereafter 
as to whether the 1944 renegotiation of Northwest was 
ended? A. That it was closed, at that time. 

Q. Did you so report to Baker, on your return to Min¬ 
neapolis? A. I did. 

Q. Now, there was talk at that meeting about having 
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an audit made by a Chicago firm of auditors. I will ask 
you what was your understanding, as to whether that 
suggested audit, related to Micro or to Northwest? A. It 
related to Micro. 

Q. I will ask you whether or not that was in the light 
of the assertions made by Bliss? A. It was. 

Q. Now, at that meeting, or at the prior meeting, do you 
remember that there was some talk about asking Bliss to 
sign an extension on Micro? A. Yes, there was. 

369 Q. Was there ever any statement made, either at 
the January 3rd meeting, or at the April 4th meet¬ 
ing, that you would be asked to extend the time on North- 
■west? A. No, there was never such a statement made. 

Q. I will ask you whether or not on May 2, 1946, you 
received through the mail, the originals of Exhibit R and 
Q—Exhibit Q being a purported notice of commencement, 
and Exhibit R being a request for the signature of an ex¬ 
tension agreement—do you recall that? A. Yes, I do. 

Q. Now, with reference to the notation of the receipt 
May 2 that was made by a clerk in the office? A. Yes, the 
clerk that receives the mail, is instructed to initial and put 
a date on every registered mail that comes in. 

Q. Now, with respect to these letters, I will ask you 
whether or not you showed them to Mr. Baker? A. Yes, 
I did. 

Q. Will you tell us whether or not Mr. Baker, at that 
time, was on your staff, in charge of renegotiation matters? 
A. Yes, he was. 

Q. I will ask you, after that discussion with Mr. Baker, 
what did you do? A. I made an appointment, to see you, 
in your office. 

370 Q. Did you, in fact, see me on that day? A. Yes, 
I did. I brought these two letters with me. 

Mr. Deinard: Now, I do not want to take the stand, Your 
Honor, but with Your Honor’s permission, I will call your 
attention to the entry in my dairy of May 2, which reads: 
“Griswold, 3:00 to 3:30 in the afternoon.” Now, is that 
the time when you came? 
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The Witness: That is right. 

Q. (By Mr. Deinard) Now, on that occasion, did you or 
did you not consult me as to what to do? A. I did. 

Q. Will you tell the Court what was done on that occa¬ 
sion,—don’t give any conversation between yourself and 
vour counsel—just tell us what was done. A. I called up 
Mr. Browning, from your office, on your phone, and told 
him that I had just received this letter, and that I couldn’t 
understand it, because my understanding had been, since 
our meeting, that 1944 had been cancelled and closed. I 
told him that I was in your office, and I introduced him to 
you over the telephone, and you carried on the conver¬ 
sation from that time. 

Q. Now, you couldn’t hear what Mr. Browning said, but 
will you tell the Court, what I said, in your hearing. A. 
You told him that there was nothing doing, that you under¬ 
stood from me and from Mr. Baker, that 1944 was closed 
and they were working on the Micromatic renegotia¬ 
tion. 

371 Q. Now, I -will ask you- A. (Interposing) And 

you told them that under no circumstances would 
you advise me to sign the extension. 

Q. Now, I will ask you, aside from the receipt of this 
letter, were you ever asked by Browning or anyone else, 
representing the government, to grant an extension on 
Northwest for 1944? A. No, I never was. 

Q. Did you ever promise in words or in substance, or 
by intimation, that you would sign an extension? A. I 
did not. 

Q. Now, on May 7, Mr. Cahill came to your office, did he 
not? A. Yes, he did. 

Q. Within the last few days, you saw, did you not, a 
report that Mr. Cahill made to his superior, Mr. Brown¬ 
ing? A. Yes, I have. 

Q. I understand that you never saw* the report before 
that, which has been marked Petitioner’s Exhibit 4? A. 
No, I did not. 
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Q. Now, I want to ask you—did you have an altercation, 
or any unpleasantness with Mr. Cahill on that occasion? 
Will you just answer yes or no? A. Yes. 

A. Yes. 

372 Q. Will you tell the Court what happened. A. 
Well, I had heard that Mr. Cahill was in town, and 

that he had been supposed to contact me. I heard later, 
that he was spending the week end with Mr. Bliss. When 
he came into my office, I told him that if that was the way 
he was going to conduct his investigation, that the govern¬ 
ment would have to appoint somebody else. I said that I 
thought he was taking sides, and trying to further Bliss’s 
law suit. I told him to report that to Mr. Browning, that 
I didn’t want anything more to do wih him. He said that 
he wasn’t a government man, that he was an Army man. 
I told him that all my relationships with the government 
people had been one hundred per cent, and I was very 
much surprised at his conduct. 

Q. But there had been discussions, had there not, on 
April 4th, with reference to having an audit of Micro? A. 
That is right. 

Q. With reference to a proposal by Browning, that you 
pay for it? A. That is right. 

Q. There had been some tentative suggestion by you, 
that you would discuss it with your counsel and might be 
willing to do it? A. That is right. 

Q. Now, on May 7th, did you or did you not tell Cahill 
that you were not going to have any part of this 

373 proposed audit of Micro, at your expense? A. I did 
sav that. 

Q. Now, there has been produced here a letter purport¬ 
ing to be a photostat of an office copy of a letter of June 
10, 1946—I believe that you savr that photostat, a week or 
so ago, when Mr. Leathers presented it? A. Yes, I did. 

Q. I will ask you whether you ever received the original 
or any facsimile of that letter? A. No, I did not. 

Q. Will you just tell the Court, what your office proced¬ 
ure was, with respect to letters that came addressed to you 
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personally, whether they came in your capacity as an officer 
of Northwest, or in your capacity as an officer of some 
other company, if it came addressed to you, personally. A. 
It was always put on my desk and I opened my own mail. 

Q. Now, I will ask you—since this purported copy was 
produced, was a complete search made, at my request, to 
determine whether any such document could be found? A. 
Yes, there was. 

Q. You heard Mr. Baker testify as to the search? A. Yes, 
I did. 

Q. Did you also, participate in it? A. Yes, I 

374 had my secretary participate, and also Mr. Kucknuck. 

Q. I will ask you whether any such letter has been 
found? A. No, it has not. 

Q. I will ask you had you received such a letter on June 
10th, with an assertion in it: “And you advised by tele¬ 
phone, the following week,” meaning the week after May 
1st, “that these would be executed and returned to this 
office, as soon as they have been checked by your attor¬ 
ney.” Now, had you received such a letter, would you 
let it go unchallenged? A. No, I would have immediately 
taken it up to you, because you had handled the confer¬ 
ence regarding the matter, a week prior. 

Q. Now, I want to ask you, did you ever, before or after 
May 1st, expressly, in substance or otherwise, ever tell 
Browning or anyone connected with Chicago P.A.D., that 
you had signed, were signing, or -would sign, an extension 
agreement on Northwest’s renegotiation for 1944? A. No, 
I did not. 

Q. Were you familiar with the fact that, on account of 
the fact that the Bliss law suit was pending, that your 
counsel regarded it as important to expedite the renego¬ 
tiation of Micro? A. Yes, I did. 

375 Q. And you are familiar, are you not, with the 
fact that during 1946, as disclosed by the letter of 

vour counsel of November 20,1946, that an effort was made 
both in Chicago and in Washington, to bring the Micro 


123 


renegotiation for the fiscal year, or fiscal period ending 
April 30, 1945, to a conclusion? A. Yes, I was. 

Q. I will ask you whether you were advised by your 
counsel, that he learned from Mr. Browning that the file 
had been sent to Washington, along with Northwest’s file 
for the next calendar year, 1945? A. Yes. 

Q. I will ask you whether or not you authorized your 
counsel to make a special trip to Washington in March, 
1947, to attempt to bring that Micro renegotiation to hear¬ 
ing? A. I did. 

Q. And that eventually, Micro was granted clearance, 
without any hearing? A. Yes, they were. 

Q. Of course, with reference to the Bliss law suit, you 
were present during the trial of the case? A. Yes. 

Q. That was ultimately closed up in 1949 ? A. Yes, it was. 
Q. Did you know that after you reported to Mr. 

376 Baker, what Mr. Browning had said at the April 4, 
1946 meeting in Chicago, that Mr. Baker closed the 

books of Northwest, without setting up any reserve for 

renegotiation for 1944? A. Yes, I did know that. 

• ••••••••• 

377 Q. (By Mr. Deinard) You heard Mr. Browning’s 
testimony, that at the meeting of January 3, 1946, 

that you said, or intimated, that there might be some errors 
or might well be some errors in the Contractor’s Report, 
for Northwest, dated April 30th, but that such errors, if 
there were any, were not intentional—I want to ask you, did 
you ever say that to Mr. Browning? A. No, I did not. 

Q. Did you indicate to him or anyone in Chicago P.A.D., 
at any time, that there might be errors in the Contractor’s 
Report? A. No, I did not. 

C ross-Examination 
Bv Mr. Leathers: 

381 Q. (By Mr. Leathers) Now, getting back to your 
conference in Mr. Deinard’s office,—I want to be 
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sure I understand this correctly—you say that Mr. Deinard 
affirmed vour understanding on the 2nd of May? 

* •#*•**••• 

382 Mr. Deinard: I would like counsel clearly to un¬ 
derstand, that while I would not claim privilege, 
that breaking the privilege, he may make it inevitable that 
I take the stand, where I have so far declined to do so. 

• i * * * * • • • • • 

385 Q. (By Mr. Leathers) Mr. Griswold, at the time 
that you were discussing this with Mr. Deinard, was 

one of the matters that you discussed with him the ques¬ 
tion of whether or not the time had been expired, 

386 to complete renegotiation? A. No, in refreshing my 
memory, I believe what happened is that I rushed 

up there with this letter, because I was perturbed, after a 
conference with Mr. Baker. All I had with me, was the let¬ 
ters with the extension of time request. He told me that 
he would not agree to have me sign it, and that I should 
not sign it. I suggested that we call Mr. Browning from his 
office, and I talked to him and told him I would not sign it, 
and that I was in Mr. Deinard’s office at the time, and 
that I would like him to talk to Mr. Deinard, if there were 
any questions that he would like to ask him. He said that 
he would, and I introduced them over the telephone. Mr. 
Deinard said that before he could do anything about it, 
that I would have to bring him the files and the records, and 
that I was not to sign anything at that time. Now, that 
is the best of my recollection. 

Q. Were you not aware at that time, that an order could 
be issued against you? A. No, I had never gone into the 
Renegotiation Act, so I didn’t know whether they had a 
year, or whether they had five years. I did know, that at 
any time, the government can do anything that they want 
to do to protect their interest. 

Q. Now, Mr. Deinard didn’t advise you as to the time 
limit involved in this instance? A. No, I wdll say that he 
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didn’t have anything in the file that he could give me any 
advice on, until a later date. 

*••••*•••• 

389 Q. (By Mr. Leathers) At the time that you dis¬ 
cussed the matter with Mr. Deinard, did you inform 

him of this cancellation, dated April 4th? A. Yes, I did, 
and I told Mr. Browning on the telephone that I under¬ 
stood that, and that is why I didn’t understand this new 
letter. 

Q. So, Mr. Deinard was clearly aw-are of the basis of 
your feelings of being upset in this matter? A. Yes, I 
think he was. 

Q. Now, did Mr. Deinard advise you to confirm that 
telephone conversation by a letter? A. No, I don’t believe 
he did. It w T as my understanding, that Mr. Browning 
agreed, and was thoroughly familiar with it, because we 
had both told him that. 

Q. Well, you understood—apparently—that there was a 
disagreement. Wouldn’t it have been your normal prac¬ 
tice, to have confirmed a telephone conversation by a let¬ 
ter? A. Well, we do have telephone conversations that we 
confirm when people ask for a confirmation, and there 
are other times when we think it is understood and we 
don’t confirm it. 

Q. But in this case there was a disagreement or mis¬ 
understanding? A. No, it was very clear in my mind 

390 that Mr. Browning had been very specific at the 
meeting, that it was cancelled out, and he never 

nentioned it after that. 

Q. Well now, you never did confirm that telephone con¬ 
versation, did you? A. No. I didn’t. 

• ••••••*•• 

The Court: I think the question was, “Did you confirm 
the specific telephone conversation in a particular letter?” 
The Witness: No, I did not. 

Q. (By Mr. Leathers) Now, to the best of your knowl¬ 
edge, did Mr. Deinard ? A. Not to the best of my knowledge. 
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Q. How long was this conversation with Mr. Deinard, 
that you had on May 2nd? A. Oh, I would judge maybe 
five or ten minutes, something like that. 

Q. Now, are you sure that Mr. Deinard did not advise 
you that a unilateral order, fixing excessive profits, could 
be issued at any time to stop the running of the statute, 
if it was necessary? A. No, I don’t think he advised me 
at all at that time, because I didn’t have the file with 
me. 

• 

392 Q. Did you consider it unusual—I will withdraw 
that—was your call to Mr. Browning based upon Mr. 
Deinard’s advice? A. No, I suggested that we call Mr. 
Browning, and I wanted Mr. Deinard in on it, so that there 
wouldn’t be any misunderstanding as to what either one of 
us said. 

395 Mr. Deinard: That is all. 

Now, if the Court please, under the circumstances, 
while I am not going to testify as to anything controversial, 
I think it is my duty to explain one or two items. For that 
purpose, I would like to be sworn. 

Benedict Deinard 

was called as a witness on behalf of the petitioner, and, 
having been first duly sworn, was examined and testified 
as follows: 

• ••••••••• 

396 I was absent from Minneapolis during most of the 
war, and was in Germany, with Justice Jackson’s 

enterprise, until on or about November 24, 1945, when I 
returned to Minneapolis. 

397 I had no connection with this renegotiation mat¬ 
ter, of course, prior to my return in November, 1945. 

To the best of my knowledge, my first connection with the 
matter now before the Court, was on May 2,1946, when Mr. 
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Griswold came to my office with the letter requesting the 
extension. Novr, -whether he brought with him that so- 
called “notice” of the same date, that day or not, I do 
not know\ I did not, on that occasion, advise Mr. Gris¬ 
wold that the time for commencement or completion had 
expired, since I did not know. 

I did not then, have any of the earlier records. How¬ 
ever, on learning from Mr. Griswold, what Mr. Browning 
had said at the meeting of April 4th, I of course advised 
him not to waive his rights by signing any extensions. Also, 
that whatever the government had a right to do, it could 
go ahead and do. 

Now, either on that day, or -within a day or two, the 
notice of May 1, 1946,—Exhibit Q—was brought to me, 
and thereupon I was brought the file of the previous pro¬ 
ceedings. Insofar as they were disclosed to me, by North¬ 
west’s records that vrere brought to me, I concluded and 
so advised Mr. Baker and Mr. Griswold, that it was not 
a Statutory Notice, that under the Revenue Act of 1943, 
in my opinion, the only way that a proceeding could be 
commenced was by the Statutory Notice, and that this 
letter was fatally defective under the statutes and the 
398 regulations, and should be disregarded, and should 
be completely ignored. 

Also, that it was my opinion, that the letter was not 
actually intended as a Statutory Notice, because I was clear 
in my o-wn mind that the prescribed paragraph setting the 
time and place for conference, had been omitted inten¬ 
tionally, that it was inconceivable to me, that the trim¬ 
mings would have been put in, and not the body of it, and 
that the explanation was to be found in the accompanying 
letter from which it -was apparent that it was not really 
intended as a statutory commencement. In any event, I 
advised Mr. Griswold and Mr. Baker that it should be dis¬ 
regarded. 

Mr. Leathers: Excuse me—the accompanying letter—was 
it the May 1st letter? 
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Mr. Deinard: Both are May 1st, yes. 

Now, the letter which contained the proposed agree¬ 
ment for extension, in quintuplicate, and the proposed reso¬ 
lution, was left with me, and has been in my file ever since 
that date—until it was produced in Court. I "was then 
given, by Mr. Baker, copies of the previous correspondence, 
such as Mr. Bliss ’ letter of June 12th, the notice of May 
8th, and so on. I was given some information as to what 
occurred at the meeting of April 4, 1946. 

Now, after May 2nd, 1946,1 never heard from Mr. Brown¬ 
ing or anyone else, a single suggestion that the rene¬ 
gotiation of Northwest for ’44 was still alive, until 
399 approximately a year later, on or about April 22, 
1947, vrhen I received—through Mr. Baker, I be¬ 
lieve—the letter sent by registered mail from Mr. Eberly, 
April 21,1947, which is Exhibit RR to which I immediately 
responded by calling attention to my claim that the time 
for renegotiation had expired, as appears from my letter, 
Exhibit TT. 

Now, in the meantime, between May 2, 1946, and April 
22, 1947, it was my understanding that the only renego¬ 
tiation proceedings then pending, were a proceeding against 
Micromatic Metal Products Co., a co-partnership, for the 
fiscal period ending April 30, 1945—a proposed renegotia¬ 
tion against the successor corporation, Mircomatic Metal 
Products Co., a corporation, for the fiscal year, I believe, 
ending April 30, 1946, Northwest Automatic, for the next 
fiscal year ending December 31,1945, Griswold Signal Com¬ 
pany, for the fiscal year ending December 31, 1945, and a 
proposed renegotiation against a partnership known as 
Screw Machine Products Company for the fiscal year ended 
September 30,1945. Now, I never heard from anyone, either 
Mr. Browning, or anyone else, that there was any idea of 
reopening, or continuing, a renegotiation against Northwest 
for ’44. I mention that, because during the summer of 
1946, I was interested in the question of whether or not 
the Bliss case could be tried before it was determined 
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whether or not there would be a renegotiation award against 
the partnership. 

400 I took the position that if the question of account¬ 
ing should come up, in that case, no accounting could 

be taken until the renegtiation award was determined. I 
therefore called Mr. Browning, several times, to inquire 
about it, and more particularly, I phoned him on October 
1st or 2nd, 1946, and urged him to hurry up and expedite 
the renegotiation against Micro—which had filed a Contrac¬ 
tor’s Report on May 23, 1946,—for the fiscal period ended 
April 30, 1945. No, I beg your pardon—I made a mistake 
when I said October 1st or 2nd—it was November 14th. 
At that time, Mr. Browning told me that the chief of Ord¬ 
nance had inquired from him as to what uncompleted cases 
there were 'which would still be on hand by January 1st, 
because Chicago Ordnance -was to be closed up, so far as 
the Price Adjustment Division was concerned, on January 
1st. Also, that he had told the Chief of Ordnance, that these 
three cases, Micro, North-west, for 1945, and Griswold, for 
1945, could not be finished before January 1st, and that they 
ought to be re-assigned to the Treasury Department. I 
asked him whom I could get in touch with in Washington, 
to hurry up the Micro renegotiation, which was the one that 
concerned me. He said that he didn’t know, and that I 
should inquire of the Assignment and Statistics Branch. 

Thereupon, I made inquiries in Washington, through 
private sources, and finally learned that it was Mr. 

401 Eberly. Thereupon, I sat down on November 20, and 
listed for Mr. Eberly, all of the pending renegotia¬ 
tions that I knew about. Namely, Northwest for 1945, 
Griswold Signal, for the same year, Screw Machine, for 
the fiscal year ended September 30, 1945, Micro partner¬ 
ship, for the period ending April 30, 1945, and the suc¬ 
cessor corporation, for the next fiscal year. 

As to the corporation, I mentioned that the Contractor’s 
Report had not yet been filed. When I wrote that letter,— 
which is in evidence as Exhibit JJ—I had no idea at all 
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that there was claimed to be a renegotiation against North¬ 
west for 1944. 

Mr. Eberly reported that he would require at least thirty 
or sixty days to look into the matter. There was subse¬ 
quent correspondence, but I got no particular assurance 
from my standpoint. Therefore, on March 18, 1947, in 
Washington, I went to see Mr. Eberly, who arranged that 
I could see Mr. Woodside, who was the analyst, and I ex¬ 
plained in great detail, about the Bliss litigation, and my 
concern over having Micro’s renegotiation completed. I 
offered to have the partnership and the corporation con¬ 
solidated, and I urged them to do something about it, 
before April 1, 1947. 

Well, nothing came of that, but Micro was ultimately 
cleared. However, there was as yet no suggestion that 
there was any attempt to continue or revive Northwest for 
’44. I am sure that I had no suspicion of it until the 
402 notice came in April. 

Now, that, so far as I can now recall, is my con¬ 
nection with this matter. I was, of course, not present at 
any of the conferences in Chicago, but Mr. Griswold did 
report to me. 

The Court: Well, I don’t think we want to go into that 
at this point. It seems to me that your statement has been 
rather extensive in relation simply to the one situation. 

However, you may go into it, if you want to. 

Mr. Deinard: No. 

The Court: Do you have any questions, Mr. Leathers? 

Mr. Leathers: Yes, just one question. 

Did you advise Mr. Griswold to confirm that telephone 
conversation bv a letter? 

Mr. Deinard: I did not. May I add though,- 

The Court: I suppose, having no one to examine you, you 
may add, subject to its being stricken out on motion, so 
go ahead. Then, I have a question or two, to ask you. 

Mr. Deinard: I told him not to sign the extension, which 
was requested. 
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The Court: Now; Mr. Deinard, on May 2, when Mr. Gris¬ 
wold came to see you with the proposed extensions did Mr. 
Griswold make a telephone call from your office? 

Mr. Deinard: He did. 

The Court: To -whom was the call addressed? 

403 Mr. Deinard: To Mr. Browning. 

The Court: As far as you know, did he reach Mr. 
Browning? 

Mr. Deinard: He did. 

The Court: Did he speak to Mr. Browning? 

Mr. Deinard: He did. 

The Court: After he finished speaking to Mr. Browning, 
what happened? 

Mr. Deinard: He turned the telephone over to me. 

The Court: Very well, what happened then ? 

Mr. Deinard: I told Mr. Browning, in substance, that so 
far as I was concerned, I would not allow my client to sign 
a waiver which might constitute some re-opening of a 
closed renegotiation proceeding, that I understood from 
what Mr. Griswold said, that the matter had been can¬ 
celled, that I had never seen the file, and didn’t purport to 
be an expert on renegotiation, but that certainly, I -wasn’t 
going to allow my client to waive his right. 

• ••••••••• 


I 
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11. EXHIBITS 
Exhibit 1 

414 Registered Mail—RRR 

WAR CONTRACTS PRICE ADJUSTMENT BOARD 
WASHINGTON 25, D. C. 

Room 4D 641—The Pentagon 7 October 1948 

Northwest Automatic Products Corp. 
c/o Leonard, Street and Deinard 
1036 Andrus Building 
Minneapolis 2, Minnesota 

Attention: Mr. Benedict S. Deinard 

Re: Statutory Renegotiation for Fiscal year 
Ended December 31, 1944 

Gentlemen: 

In compliance with your request dated August 17, 1948, 
and in accordance with the provisions of subsection (c)(1) 
of the Renegotiation Act, 1943, you are hereby furnished 
a statement showing the determination of excessive profits 
realized by you during the above mentioned fiscal year, and 
the facts and reasons upon which the determination was 
based. You are referred to herein as “the Contractor” or 
“the Corporation.” 

1. Determination 

Pursuant to the provisions of the Renegotiation Act, it 
was determined by an order dated, issued and entered on 
August 9, 1948, by the War Contracts Price Adjustment 
Board (hereinafter called “the Board”) that of the profits 
received or accrued by you during the said fiscal year, under 
subcontracts subject to renegotiation, the amount of $190,- 
000.00 was excessive and that after allowance for state 
taxes measured by income, amounting to $9,724.48, the 
amount of $180,275.52 should be eliminated. 
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2. Summary of Relevant Facts 

The determination is based upon facts and financial 
data, presented by and relating to the business and affairs 
of the Corporation. Specific reference is made to the 
following: 

A. Financial Statements 

Schedules “A” and “B” attached, contain the following 
information: 

Schedule “A” is a comparative Balance Sheet prepared 
from data furnished by the Corporation and indicates the 
financial position of the Corporation at December 31, 1943 
and 1944. 

415 Schedule “B” is an Income Statement for the 
fiscal year ended December 31, 1944, and shows the 
amounts of sales and costs allocated between renegotiate 
and non-regenotiable business in accordance with the segre¬ 
gation of sales and allocation of costs and expenses ap¬ 
proved by representatives of the Corporation in the first 
and final meeting in renegotiation held in the Board Room 
of the Treasury Department Price Adjustment Board in 
Washington, D. C., on April 30, 1947. The data contained 
in that statement, together with other facts, hereinafter 
stated, form the basis of the determination. 

B. Other Facts Related to the Determination 

All facts submitted by the Contractor relating to the 
factors set forth in subsection (a) (4) (A) of the Renegotia¬ 
tion Act, together with such other pertinent facts relating 
thereto as have been acquired from Governmental Agencies 
were considered. A summation of the facts referred to in 
relation to each of the statutory factors follows: 
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(i) Character of Business, Including Complexity of Man¬ 
ufacture, Character and Extent of Subcontracting, 
and Rate of Turnover. 

During the year under consideration, the Contractor 
manufactured screw machine products, including such 
items as Rocket Firing Pins, Rocket Booster Cups, and 
Body Unions. Very close tolerances were required in the 
production of such items. Therefore, great care had to be 
exercised in order to avoid excessive waste of critical 
material. The production record show's that this w'as ac¬ 
complished. All of the renegotiate business of the Con¬ 
tractor consisted of subcontract sales. There w’ere no prime 
contracts with the Government Departments or Agencies 
named in the Renegotiation Act. The Contractor did not 
subcontract any of the production to other manufacturers. 
Total sales for the fiscal year, 1944, amounting to $2,029,361 
w'ere 28.58 times the net w'orth at the beginning of the year, 
which was $71,008. 

(ii) Amount and Source of Public and Private Capital 
Employed and Net 'Worth. 

The Corporation operated on privately borrowed capital. 
Mr. Grisw'old stated that he borrowed on his life insurance 
and that he mortgaged his home to secure sufficient capital 
to produce the maximum volume required. The Net Worth 
was increased from $71,008 at the beginning of the year 
to $153,609 partly by an increase in outstanding Capital 
Stock from $40,700 to $70,000 but largely by the increase 
of Earned Surplus from $30,308 to $82,634. The Capital 
Stock was owned by Mr. Griswold and his wife, each one 
having a 50% interest in the Corporation. During the year 
1944, Dividend Payments amounting to $56,000 were made 
and Mr. Griswold drew $12,000 as salary. No financial 
assistance was received from the Government during 
416 the year (1944); however, some equipment was 
rented from and/or through the efforts of govern- 
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mental agencies, principally the U. S. Army Ordnance De¬ 
partment. The Contractor financed moderate increases in 
plant facilities during 1944, by investment of current earn¬ 
ings. Emergency facilities covered by Certificates of Neces¬ 
sity had been procured and put into use by March 1, 1944, 
costing $161,989. 

(iii) Efficiency of Contractor, with Particular Regard to 
Attainment of Quantity and Quality Production, 
Reduction of Costs and Economy in the Use of 
Materials and Manpower. 

The Contractor’s production was satisfactory as to quan¬ 
tity and quality of product which w^as reported to be as 
good or better than average. Production costs were re¬ 
duced by development of screw machine attachments or 
fixtures which increased production rates and through the 
use of specially trained women (non-union operators) costs 
were reduced and manpower, material and use of facilities 
■were conserved. 

(iv) Reasonableness of Costs and Profits, with Particular 
Regard to Volume of Production, Normal Prewar 
Earnings, and Comparison of War and Peace Time 
Products. 

Peace time and war time products were similar to the 
extent that the operations performed were the same. Just 
prior to the beginning of 1943 there was a change in own¬ 
ership and management. The result was a material increase 
in efficiency. The increased demand for screw machine 
products and the increased efficiency enabled the Contractor 
to greatly increase the volume of business handled without 
a proportionate increase in facilities. The business under 
the old management was not profitable, consequently no 
comparison with base period earnings was considered. 
Comparison of this Contractor’s costs and profits with those 
of nine other concerns doing similar work, located in vari¬ 
ous and different sections of the United States, indicates 
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that his costs were between * 4 average 7 ’ and “low” and 
that his profits were excessive. 

(v) Extent of Risk Assumed, Including the Risk Incident 
to Reasonable Pricing Policy. 

The risks assumed by the Contractor were considered 
only normal and the pricing policy was average as com¬ 
pared to risks and pricing of other manufacturers of screw 
machine parts. 

417 (vi) Nature and Extent of Contribution to the War 
Effort, Including Inventive and Developmental 
Contribution and Cooperation with the Govern¬ 
ment and other Contractors in Supplying Tech¬ 
nical Assistance. 

The Contractor appears to have been cooperative with 
those Contractors to whom he supplied his products and 
to have furnished technical assistance in those situations 
which presented the opportunity. Contributions to the 
war effort consisted in development of some attachments 
and fixtures which resulted in meeting increased demand 
and the development of larger production without a pro¬ 
portionate increase in facilities. 

3. Reasons for the Determination 

The Treasury Department Price Adjustment Board found 
that the Contractor had realized excessive profits amount¬ 
ing to $190,000. That amount was subject to reduction by 
credit for state taxes paid on retained renegotiable profits 
in the amount of $9,724.48. Thus the amount upon which 
Federal tax credit was computed was $180,275.52. The 
Bureau of Internal Revenue reported that the Contractor 
was entitled to credit pursuant to the provisions of Section 
3806 of the Internal Revenue Code in the amount of 
$130,058.72 which left a net refund to the United States 
amounting to $50,216.80. 
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On June 25,1947, a review of that determination was re¬ 
quested and the Board initiated the review on August 15, 
1947. The impasse issue stated in the request for review 
was solely that renegotiation was not commenced within 
the statutory time limit or, if it was commenced within 
the time limit, it was not completed within the time limit 
prescribed by the Statute. An examination of the file indi¬ 
cates that renegotiation was commenced and concluded 
within the time limits prescribed by the Statute. 

Since the determination of the renegotiating agency, upon 
careful examination, appears to have been equitable and 
just to both the Contractor and the Government, the Board 
determined by order dated August 9, 1948, that excessive 
profits in the gross amount of $190,000 had been realized 
by the Contractor during the fiscal year ended December 
31,1944. 

Very truly yours, 

/s/ John R. Paull 

John R. Paull, Chairman, 

War Contracts Price Adjustment Board 

Attachments 
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418 Exhibit “A” 


Balance Sheet 


Assets 

1944 

1943 

Cash 

Receivables 

Inventories 

$330,163.74 

231,783.50 

11,322.37 

$ 14,633.82 
57,177.50 
2,008.23 

Current Assets 

$573,269.51 

$ 73,819.55 

Land and Equipment (net) 
Emergency Facilities (net) 

$ 67,622.01 
113,578.11 

$ 76,163.56 
81,223.72 

Plant and Equipment (net) 

$181,200.12 

$157,387.28 

Deferred Charges 

Pose War Refund Excess Profits 
Tax 

$ 2,913.30 

29,477.11 

$ 867.57 

Other Assets 

$ 32,390.41' 

$ 867.57 

Total Assets 

$786,860.04 

$232,074.40 

Liabilities 



Notes Payable 

Accounts Payable 

Accrued Expenses 

Employee’s Deductions 

Accrued Taxes 

$ — 
263,037.11 
7,238.52 
8,581.26 
354,394.63 

$ 5,000.00 
80,957.36 
1,953.50 
2,677.72 
70,477.82 

Current Liabilities 

$633,251.52 

$161,066.40 

Capital Stock 

Paid-in Surplus 

Earned Surplus 

$ 70,000.00 
975.00 
82,633.52 

$ 40,700.00 

30,308.00 

Net Worth 

$153,608.52 

$ 71,008.00 

Total Liabilities & Net Worth 

$786,860.04 

$232,074.40 
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419 Exhibit “B” 

Comparative Statement of Profit and Loss 

Before and After Renegotiation Fiscal Year Ended December 31, 1944 

(000 omitted) 

After Renegotiation Before Renegotiation 

Non-Re- 



Renegoti¬ 

ate 

Total 

Renegoti¬ 

ate 

negoti¬ 

able 

Total 

Net Sales 

$1,754 

$1,849 

$1,934 

$95 

$2,029 

Cost of Goods Sold 

1,440 

1,511 

1,440 

71 

1,511 

Gross Profits 

$ 314 

$ 338 

$ 494 

$24 

$ 518 

General and Adm. Expenses 80 

84 

80 

4 

84 

Operating Profit 

$ 234 

$ 254 

$ 414 

$20 

$ 434 

Other Deductions (net) 

13 

13 

13 

— 

13 

Net Profit before taxes 

Measured by Income 

$ 221 

$ 241 

$ 401 

$20 

$ 421 

% of Sales 

12.6% 

13.0% 

20.7% 

21.5% 

20.8% 


Exhibit 2 

420 ARMY SERVICE FORCES 

CHICAGO ORDNANCE DISTRICT 
38 SOUTH DEARBORN STREET 
CHICAGO 3, ILL. 

To Insure Prompt Attention 
In Replying Refer to 

.No. 

Attention of SPOEC 

Price Adjustment Section Ross/flc 

21 November 1944 

Northwest Automatic Products Company 
170 Lyndale Avenue North 
Minneapolis 3, Minnesota 

Attention: Mr. F. W. Griswold, Pres. 

Gentlemen: 

Upon review of the information submitted by you in 
connection with renegotiation under Section 403 of the Sixth 
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Supplemental National Defense Appropriation Act, 1942, 
as amended, this office recommended to the Joint Price 
Adjustment Board that your assignment to this office for 
renegotiation be cancelled for your fiscal year ending 31 
December 1943. 

i This office is advised that such assignment has been can¬ 
celled in accordance with its recommendation. 

While such cancellation does not operate as a release of 
liability under the Renegotiation Statute, nevertheless, in 
the absence of further developments no further action is 
contemplated. 

Very truly yours, 

W. L. Ross 

for Robert E. McDowell 
Major, Ord. Dept. 

Chief Price Adjustment Section 


Exhibit 3 

421 NORTHWEST AUTOMATIC PRODUCTS COMPANY 

MINNEAPOLIS, MINNESOTA 

Meeting Held: 5/18/45 9:25 
District Representatives 
Lt. M. A. Lubin 
M. Cawley 
Wm. L. Ross 

Contractor’s Representatives 
F. W. Griswold, Pres. 

J. J. Bliss 

The contractor’s representatives called in response to 
request by this office for preliminary discussion of data 
needed for renegotiation for the fiscal year ended 31 De¬ 
cember 1944. The contractor had already filed standard 
report and complete figures on earnings that indicated a 
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basic profit of about 20% on $2,000,000 renegotiate sales. 
Total sales were shown to be about 95% renegotiate. 

Their operations were entirely as subcontractor, and their 
work was substantially all screw machine products. The 
balance sheet as filed, indicated that the company’s current 
position showed net current liabilities as of 31 December 
1944. 

Mr. Griswold advised that on 17 February 1945, the 
building and its entire equipment including most of its 
records, raw materials on hand, and a large amount of 
finished goods had been destroyed completely by fire. Tem¬ 
porary quarters were found and with the cooperation of 
the Minneapolis Regional Office of the Chicago Ordnance 
District second-hand machinery was obtained which en¬ 
abled them to resume work so that their sales are now 
running about $100,000 per month. A new factory building, 
nearly 100% larger than the one destroyed by fire is being 
built on the same site and adjoining property, and will be 
ready for occupancy about 1 August 1945. 

The president of the company, Mr. Griswold, is dominant 
owner of this business. He has certain other manufactur¬ 
ing interests in Minneapolis, and is personally financing 
the new factory and its equipment. He was granted amor¬ 
tization of % of the cost of the building because of the 
urgent need for this company’s product. Mr. Griswold 
stated that the independent auditor employed by the com¬ 
pany, Herman J. Piesch, Baker Bldg., Minneapolis had a 
set of working papers at his office at the time of the fire, 
and that he had been engaged in completing the 1944 audit 
and in setting up the new books to replace those destroyed 
by fire. It was believed that the necessary accounting fig¬ 
ures for renegotiation would be available shortly. 

It was arranged that Mr. Griswold would immediately 
upon his return to Minneapolis advise Mr. Piesch of the 
data required, and that Mr. Piesch upon getting this data 
into shape would communicate with this office, and a rep¬ 
resentative, probably Mr. Cawley, would go to Minneapolis 
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to check the data and arrange for any additional informa¬ 
tion needed. 

422 Mr. Griswold stated that Col. A. V. Stallard, head 
of the Twin Cities Regional Office of this District 
would substantiate all of his statements as to the confusion 
and loss caused by the fire. 

He also asked if possible to secure extended time for 
payments of the refund and was informed that consideration 
would be given to his request when the amount of the refund 
had been determined. 

Mr. Piesch was unable to fix a definite date at which time 
the data would be ready for this Division, but Mr. Griswold 
stated that he would ask Mr. Piesch to work on it with all 
possible speed. He will himself furnish the remaining 
facts required unless the auditor has furnished the data 
by 15 June 1944, a request will be made for a definite date 
for us to receive the data. 

W. L. Ross 

William L. Ross, Renegotiator 

Dist: 

Renego. File 

Accountant’s File 

Lt. Lubin 


Exhibit 4 

423 MRCahill/bm 

850 

10 May 1946 

Mr. John W. Browming—Chief, Price Adjustment Division 

Micromatic Metal Products Co. 

For record purposes, I am submitting herewith a schedule 
of my activities on 7 May 1946 in Minneapolis, Minnesota 
(approximate time): 

9:15 AM Reported to the Twin Cities Regional Office and 
conferred with Col. Stallard and Lt. B. Lafferty on the 
Micromatic Metal Products Co. 
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10:15 AM Called Mr. Griswold at Northwest Automatic 
Plant and was told by his secretary that he was out of 
the office and she did not know where I could reach him, 
nor when he would return. I left a message that I would 
call back at 1:00 o ’clock in order to arrange a meeting 
between the accounting firm, Peat, Marwick & Mitchell, 
and myself. 

10:25 AM Reported to the Intelligence Unit, Bureau of 
Internal Revenue, and conferred with Mr. Hecox. 

11:00 AM Lt. Lafferty and I met with Mr. Ewing, attorney 
for Mr. Bliss, and discussed with Mr. Ewing as to when 
this office would receive the audit report now being pre¬ 
pared by Hines & Wilkerson. We also discussed with 
Mr. Ewing the type of audit report which Hines & 
Wilkerson would prepare. Mr. Ewing talked with Mr. 
Hines over the telephone and arranged a meeting for us 
with Mr. Hines at 1:00 o’clock, in Mr. Hines’ office, at 
which time we would discuss the type of audit report to 
be submitted and also the date of submission. 

12:00 PM Lt. Lafferty, Mr. Ewing, and myself, left Mr. 
Ewing’s office and drove to the Acrometal Products Co. 
and talked with Mr. Bliss for approximately 15 minutes. 
My conversation with Mr. Bliss was whether he would 
have any objections to a copy of his audit report, being 
prepared by Hines & Wilkerson, being submitted to Peat, 
Marwick & Mitchell, and also Mr. Griswold. Messrs. 
Bliss and Ewing stated that they would have no objection 
to our office furnishing Peat, Marwick & Mitchell, and 
Mr. Griswold, a copy of their audit report, providing 
similar information submitted by Mr. Griswold and Peat, 
Marwick & Mitchell would be furnished to them. 

424 1:00 PM Arrived at Mr. Hines’ office in St. Paul. 

1:15 PM While at Mr. Hines’ office I called Mr. Griswold 
to arrange a meeting between Peat, Marwick & Mitchell 
and myself. It was my understanding from you, Mr. 






Browning, that I was to discuss the audit to be per¬ 
formed by Peat, Marwick & Mitchell on the Micromatic 
books wdth the head man of Peat, Marwick & Mitchell at 
their office. Mr. Griswold stated that the senior who will 
head up the job will be at his office in the Northwest 
Automatic Plant, at which time I could discuss the audit 
report with him. I told Mr. Griswold that I would prefer 
to discuss the audit report in Peat, Marwick & Mitchell’s 
offices without the presence of Mr. Griswold or any of 
his employees. Mr. Griswold stated that that was not 
the understanding that he had with Mr. Browning and 
that he would call Mr. Browning to see that I held the 
conference in the Northwest Plant, and if I would not hold 
the conference in Mr. Griswold’s plant, at which time he 
could be present, he would not go through with the audit. 

1:20 PM Called Mr. Browning and was instructed by you 
to hold the conference at the Northwest Automatic Plant 
in the presence of Mr. Griswold and any of his employees. 
After the telephone conversation with Mr. Browning, I 
discussed the audit report with Mr. Hines, his accountant, 
Mr. Guthman, and Mr. Ewing. While at Mr. Hines’ 
office I called Mr. Griswold at 1:45 PM and told him I 
vrould be at his plant at 3:30 PM, at which time I would 
discuss the accounting with representatives of Peat, Mar¬ 
wick & Mitchell. 

Mr. Hines stated that it would be impossible for their 
office to furnish an unqualified audit report, since it was 
impossible for them to obtain all the records which would 
be required to make a complete audit. He stated that the 
audit report which he has prepared consisted of esti¬ 
mates and assumptions. However, his firm would stand 
behind the report which he is submitting. After a com¬ 
parison of the analysis made by this office and the analy¬ 
sis made by Mr. Guthman of Hines & Wilkerson, it was 
agreed that Mr. Guthman would meet with our account¬ 
ants in my office, Chicago Ordnance District, Monday, 
13 May 1946, and that we would attempt to reconcile the 
differences in our analyses. Mr. Hines stated that after 
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this reconciliation is affirmed they would be in a position 
to submit the final report within approximately three or 
four days. 

2:45 PM Left Mr. Hines’ office for the Northwest Auto¬ 
matic Plant. 

425 3:20 PM Arrived at Northwest Automatic Plant. 

Was told that Mr. Griswold was in conference but 
would see us as soon as Mr. Solstad of Peat, Marwick & 
Mitchell arrived. Mr. Solstad arrived at approximately 
3:30 PM and at 3:40 PM Lt. Lafferty and myself were 
introduced to Mr. Solstad by Mr. Griswold. A conference 
was then held in Mr. Brunson’s office, which the following 
attended : 

Representatives of Northwest: Mr. Griswold—Mr. Baker 
—Mr. Stephan. 

Representative of Peat, Marwick & Mitchell: Mr. Solstad. 

Representatives of Chicago Ordnance District: Lt. Laf¬ 
ferty and myself. 

I furnished Mr. Solstad our analysis of the difference in 
sales and production and the analysis of raw material to 
be accounted for as of 30 April 1945. I explained to Mr. 
Solstad and the others present at the meeting the method 
which this office used in determining sales amounting to 
$463,000, unaccounted for, and also the method in com¬ 
puting the inventory to be accounted for as of 30 April 1945. 
I would like to say that during this two-hour conference, 
it was extremely difficult at all times to confine the dis¬ 
cussions of the conference to accounting facts, as Mr. 
Griswold constantly injected sarcastic remarks and slan¬ 
derous statements against Mr. Lubin, Mr. Bliss and my¬ 
self. He stated, time and time again, that the analysis 
which I presented to Mr. Solstad was furnished me by 
Mr. Bliss and that these figures were prepared by Mr. 
Bliss. I informed Mr. Griswold that this analysis was 
made from the working papers prepared by three audi¬ 
tors of this office who had audited Mr. Griswold’s books 
approximately a month and a half ago, and that no figures 
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being used in this analysis were furnished this office by 
Mr. Bliss. 

When Mr. Solstad would ask Mr. Griswold or Mr. Baker 
for an explanation of items appearing in this office’s 
analysis, Mr. Griswold would evade the question by dis¬ 
cussing terminations at V-J Day, Mr. Bliss’ past, and how 
this office, namely Mr. Lubin and myself, had been taken 
in by Mr. Bliss. At one point in the conference, I asked 
Mr. Baker, who was originally with the Peisch accounting 
firm, and who prepared the financial reports on Micro- 
matic and other affiliated companies for the purposes of 
renegotiation, what method he had used in determining 
the correctness of the physical inventory taken by the 
company as of 30 April 1945 and also why the physical 
inventory did not include finished goods and work-in¬ 
process. Mr. Griswold and Mr. Baker stated that this 
financial report on Micromatic was made for the purpose 
of dissolving the partnership between Mr. Bliss and Mr. 
Griswold and that it was not the practice to take an 
inventory of finished goods and work-in-process. I 
pointed out to Mr. Baker that his audit report reads as 
follows under Inventory: 

426 “A physical inventory was taken by the firm’s em¬ 
ployees. My examination was limited to a test for mathe¬ 
matical accuracy. A test of quantities was not made by 
this office. The management has certified as to physical 
inventories as of April 30, 1945 as follows: 

Brass Rods—Round $22,778.80 

Steel Bar 7,797.57 

Total $30,576.37” 

I asked Mr. Baker if he had questioned at the time of his 
audit why the physical inventory did not include finished 

good and work-in-process. Mr. Baker would not commit 
himself as to this question. I then asked Mr. Baker if 
he thought the statement “A physical inventory was 
taken by the firm’s employees” was misleading, since 
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it would be assumed by a person reading this report that 
there was only an inventory of raw material on hand 
and that there was no inventory of finished parts and 
work-in-process. Mr. Baker stated that he thought this 
statement was misleading and that it should have been 
stated “A physical inventory of raw materials only was 
taken”. Mr. Solstad then asked Mr. Baker and Mr. 
Griswold if the records regarding the inventory were 
on hand and to what extent Mr. Baker had gone to 
assure himself that the physical inventory was correctly 
stated. At this question Mr. Baker seemed hesitant to 
answer, and immediately Mr. Griswold began to talk 
about V-J Bay terminations and about the Army taking 
physical inventories, and how Mr. Bliss had prepared an 
outrageous claim on terminations. For approximately 
15 to 20 minutes Mr. Griswold talked about terminations, 
and at the conclusion of his talk apparently Mr. Solstad 
had forgotten his original question, since he did not 
again ask for an answer. 

At the meeting I also told Mr. Solstad that it would be 
necessary to look into the inter-company transactions, 
since it is felt that possibly Micromatic had produced 
parts for the affiliated companies and had failed to bill 
the affiliated companies for these parts, and it is believed 
that this $463,000 is made up of this type of transaction. 

5:00 PM Left Northwest Automatic Plant. Mr. Stephan 
drove Lt. Lafferty and myself to the Lemington Hotel. 

7:30 PM Lt. Lafferty and I were in the Curtis Hotel and 
happened to meet Mr. Solstad. Mr. Solstad and I again 
discussed Micromatic for approximately 20 minutes, at 
which time I emphasized the necessity of checking 
427 into the inter-company transactions. After my dis¬ 
cussion with Mr. Solstad, the rest of my evening, until 
train time, was spent with Lt. Lafferty. 

I have pointed out the above to you in order that there 
will be a record in this office to account for my activities 
while in Minneapolis, since Mr. Griswold has adopted the 
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practice of spreading false rumors as to Mr. Lubin’s and 
mv activities. 

M. R. Cahill 

M. R. Cabill 
Renegotiator 

P.S. During the conference I reminded Mr. Griswold 
that to date he bad not filed the Standard Forms on North¬ 
west Automatic, Griswold Signal Co., West Mfg. Co., and 
Screw Machine Products Co. for 1945. He stated that he 
had the information available for filing at the time of his 
meeting in your office on 4 April 1946. However, due to 
our attitude with regard to the income of Micromatic for 
the period ending 30 April 1945, he stated that he decided 
he would not file his returns for 1945. He further stated 
that if we wanted any information on 1945 we would have 
to “dig” it out, as he was not going to file the Standard 
Forms. I reminded Mr. Griswold of his responsibility 
under the statutes. He stated that he was not concerned 
with regulations and that as far as he was concerned he 
would not file for 1945. 


Exhibit 5 

428 TREASURY DEPARTMENT 

BUREAU OF FEDERAL SUPPLY 
WASHINGTON 25 

Office of the Director June 20, 1947 

Micromatic Metal Products Co. 

1921 Bryant Avenue South 
Minneapolis, Minnesota 

Gentlemen: 

Upon review of the information submitted by you in 
connection with renegotiation under the Renegotiation Act, 
as amended, this office recommended to the War Contracts 
Price Adjustment Board that your assignment to this 
office for renegotiation be canceled for your fiscal year 
ending April 30, 1945. 

This office is advised that such assignment has been 
canceled in accordance with its recommendation. 
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While such cancellation does not operate as a release 
of liability under the Renegotiation Statute, nevertheless, 
in the absence of further developments no further action is 
contemplated. 

Very truly yours, 

Raymond Eberly 
Raymond Eberly, Chairman 
Treasury Department Price Adjustment Board 


[Exhibit A: Attached to Stipulation, printed supra, p. 71] 


Exhibit B 

42 NORTHWEST AUTOMATIC PRODUCTS CORPORATION 
170 LYNDALE AVENUE NORTH 
MINNEAPOLIS 3, MINNESOTA 

April 30, 1945 

Army Service Forces 
Chicago Ordnance District 
38 South Dearborn Street 
Chicago 3, Illinois 

Attention: SPOEC 

Price Adjustment Division 
Robert E. McDowell 
Major, Ord. Dept. 

Gentlemen: 

We are submitting, herewith, in duplicate Standard Form 
of Contractor’s Report for the fiscal year ended 31 Decem¬ 
ber 1944. 

Yours very truly, 

Northwest Automatic Products Corporation 

F. W. Griswold 
F. W. Griswold 
President 
hw 
Enc. 
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45 NORTHWEST AUTOMATIC PRODUCTS CORPORATION 

RECONCILIATION OF BOOK INCOME TO NET IN¬ 
COME PER FEDERAL INCOME TAX RETURN- 
CALENDAR YEAR 1944 


Item IX 


Profit before taxes on income, 
per books 

Deduct 

Declared value excess profits tax $ 2,424.95 
State income tax accrued 18,578.42 


Total deductions 

Net income per Federal Income Tax Return 


$406,073.86 


21,003.37 

$385,070.49 
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46 

NORTHWEST AUTOMATIC! PRODUCTS CORPORATION 


BALANCE SHEET 
DECEMBER 31, 1944 

ASSETS 

Current Assets 

Cash on hand and in bank 
Accounts receivable 
Trade 
Employees 

Payroll tax refund claims 

Notes receivable, trade 
Inventories 
Raw materials 
Material in process 
Scrap 

Interest receivable 


$330,163.74 


$198,335.61 

6,22S.20 

86.27 204,710.08 


11,200.00 

$ 7,131.75 
4,015.52 

175.00 11,322.27 


258.25 


Total current assets 


$557,654.34 


Fixed Assets 


Land 

Equipment 
Cement work and 
heaters 

Machinery and 
equipment 
Furniture and 
fixtures 


Emergency facilities 
Buildings 
Machinery and 
equipment 


Fixed assets, net 
Deferred Charges 
Prepaid insurance 
Prepaid machine rental 


Depreciation or 
Amortization 

Assets Reserve Net 

$ 28,803.60 


$ 28,803.60 

$ 1,285.10 

$ 221.80 

$ 1,063.30 

80,321.03 

46,670.60 

33,650.43 

4,548.47 

443.79 

4,104.68 

$ 86,154.60 

$ 47,336.19 

$ 38,818.41 

$ 45,546.33 

$ 15,941.33 

$ 29,605.30 

116,442.51 

32,469.70 

83,972.81 

$161,989.14 

$ 48,411.03 

$113,578.11 

$276,947.34 

$ 95,747.22 



$1,032.25 

1,881.05 


181,200.12 

2,913.30 


Other Assets 

Post war refund excess profits tax 


28,373.35 


$770,141.11 
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NORWEST AUTOMATIC PRODUCTS CORPORATION 

BALANCE SHEET 
DECEMBER 31, 1944 

LIABILITIES 

Current Liabilities 


Accounts payable 


Trade 

$262,653.47 

$262,653.47 

Accounts receivable, credit balances 

383.64 

Accrued wages 


3,133.46 

Accrued machine rental 


75.58 

Accrued expense 


4,029.48 

Employees deductions 

Withholding tax 

$ 7,382.10 

War bonds 

33.75 


Old Age Benefit Tax 

1,165.41 

8,581.26 

Accrued taxes 



Personal property 

$ 630.00 


Real estate 

2,256.70 


Capital stock 

4,375.00 


Payroll 

7,217.40 


Federal taxes on income 

308,481.34 


State income tax 

18,578.42 

341,538.86 


Total current liabilities $620,395.75 . 
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47 NORTHWEST AUTOMATIC PRODUCTS CORPORATION 
PROFIT AND LOSS STATEMENT 
FOR THE CALENDAR YEAR 1944 
Gross Sales $2,072,891.78 

Less returns, allowances and adjustments 59,146.00 

Net Sales - $2,013,745.78 

Cost of Goods Sold 
Material and parts 

Inventory, December 31, 1943 $ 2,008.23 
Purchases 856,712.67 


$858,720.90 

Inventory, December 31, 1944 11,322.27 $ 847,398.63 


Hired labor and production payroll 
Manufacturing expense 
Machine and tool repairs 3,785.26 

Automatic tool expense 9,766.49 

Repair materials 4,455.22 

Tool and equipment maintenance 8,755.85 

Cleaning and moving expense 2,407.96 

Building and maintenance 
supplies 2,080.95 

Cutting and lubricating oils 12,555.80 

Light, power and transmission 11,372.06 

Heat 734.S6 

Shipping supplies and expense 17,081.93 

General factory supplies and 
expense 5,983.47 

Space costs, water and gas 152.39 

Insurance 1,146.96 

Secondary machine repairs and 
tooling 28,284.79 

Grinding and tool room expense 5,478.44 

Workmen’s compensation 
insurance 3,279.48 

Inspection department expense 18,515.42 

Engineering 4,298.08 

Truck rental 152.45 

Machine rental 21,788.19 

Amortization of emergency facilities: 


Buildings 

Machinery 


$ 9,109.33 
22,944.25 


32,053.58 


441,604.75 


Depreciation 

Machinery 

Primary 

machines 

Secondary 

machines 

Unclassified 

machines 

Grinding 

equipment 


$ 2,873.16 
344.60 
1,324.20 
441.50 


Cement work and heaters 
Automotive equipment 


Taxes 

Real estate $ 2,256.70 
Personal property 630.00 
Payroll 17,941.15 


4,983.46 

118.81 

51.00 199,282.90 

$1,488,286.28 


20,827.85 


Miscellaneous 1,887.36 

Total cost of goods sold 

Gross Profit on Sales (carried forward) 


22,715.21 

- 1,511,001.49 


$ 502,744.29 
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NORTHWEST AUTOMATIC PRODUCTS CORPORATION 


PROFIT AND LOSS STATEMENT 
FOR THE CALENDAR YEAR 1944 


Gross Profit on Sales (brought forward) 



$ 502,744.29 

General Administrative and Selling Expense 




Officer’s salary 

$ 

12,000.00 


Office salaries 


26,694.24 


Office supplies stationery and expense 


3,185.75 


Advertising 


187.00 


Legal and professional 


2,754.00 


General sales and travel 


23,962.72 


Telephone and telegraph 


5,814.38 


Auto expense 


2,144.00 


Taxes 




Capital stock $4,375.00 




Payroll 1,752.76 


6,127.76 


Depreciation 


340.18 


Bank charges 


51.70 


Dues and subscriptions 


385.26 


Miscellaneous 


226.02 

83,873.01 

Operating Profit 



$418,871.28 

Other Income 




Interest earned 

$ 

245.75 


Gain on sale of depreciable assets 


753.77 


Purchase discounts 


2,315.27 


Rent 


553.00 


Miscellaneous income 


267.73 

4,135.52 




$ 423,006.80 

Other Deductions 




Bad debts 

$ 

16.26 


Donations 


15,942.50 


Interest paid 


974.18 

16,932.94 

Profit Before Taxes on Income 



$406,073.86 

Current Provision for Taxes on Income 




Federal 




Excess profits tax 

$ 

301,733.54 


Less post-war refund 


28,373.35 




$273,360.19 


Income tax 


6,747.80 


State 


18,578.42 

298,686.41 


$ 107,387.45 
2,925.09 


Prior Year’s Adjustments 
Net Profit Transferred to Surplus 


$ 104,462.36 
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Exhibit C 

48 Ross/flc 

SPOEC 

Price Adjustment Division 

8 May 1945 

Northwest Automatic Products Corporation 
170 Lvndale Avenue North 
Minneapolis 3, Minnesota 

Attention: Mr. F. W. Griswold, Pres. 

Dear Sir: 

Northwest Automatic Products Corporation has been 
reassigned to the Chicago Ordnance District Price Adjust¬ 
ment Division for renegotiation under Section 403 of the 
6th Supplemental National Defense Appropriation Act 
1942 as amended. This renegotiation will cover the fiscal 
year ended 31 December 1944. 

It has been found by past experience that a preliminary 
conference with representatives of the contractor expedites 
this work importantly, and it is accordingly suggested that 
a meeting be held between representatives of your com¬ 
pany and the undersigned on Friday, 18 May 1945 at 9:30 
A.M. at the offices of the Division, Room 805, First National 
Bank Building, Chicago. We trust that your representa¬ 
tives will be able to be here at that time, but if the date 
is not agreeable to you, please inform us and suggest an¬ 
other early date. If possible, we will arrange for the meet¬ 
ing on the date you suggest. 

Very truly yours, 


Dist: 

Lt. Lubin 


For: Robert E. McDowell 
Major, Ord. Dept. 

Chief, Price Adjustment Division 


159 


i 


Exhibit D 

49 June 12, 1945 

Lt. Wm. Lubens 
Renegotiation Section 
Chicago Ordnance District 
58 South Dearborn Street 
Chicago 3, Illinois 

Dear Sir: 

Enclosed you will find Federal Income Tax Reports from 
1936 to 1941, the last audit made by the government carry¬ 
ing Northwest Automatic Products Corporation up to 1941, 
also our 1944 Income Tax return and the certified audit for 
1942 and 1943. 

The balance of the papers you require will be mailed 
tomorrow. 

If you find anything lacking, please let us know so we 
can complete this work for your convenience. 

Yours very truly, 

Northwest Automatic Products Corp. 

J. J. Bliss 

J JG :gj 
Enel: 


i 
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Exhibit E 

50 NORTHWEST AUTOMATIC PRODUCTS CORPORATION 
170 LYNDALE AVENUE NORTH 
MINNEAPOLIS 3, MINNESOTA 

June 15, 1945 

Lt. William Lubens 
Renegotiation Section 
Chicago Ordnance District 
38 South Dearborn Street 
Chicago 3, Illinois 

Dear Sir: 

Up to 1942, the year I acquired the business, Northwest 
Automatic Products Corporation was a jobbing shop of 
small capacity capable of doing loosely tolerance work only. 
Poor equipment housed in a ramshackle, oil encrusted 
building, together with poor management made anything 
but the crudest work im,possible. 

A survey of the screw machine industry indicated defi¬ 
nitely that this condition was general; that the Govern¬ 
ment was experiencing trouble no end in locating screw 
machine capacity sufficiently skilled to produce the “hard 
to do” parts. Parts with loose tolerances and poor finishes 
could be made, but the lack of “hard to do” parts were 
tieing up the assembly lines of the United States. 

I determined to improve the morale of Northwest workers 
by providing a light airy building, good equipment and 
proper management, to add to a small group of people a 
highly skilled and technical staff necessary to lift North¬ 
west from the average screw machine class to the special¬ 
ized, highly efficient class, capable of giving the Govern¬ 
ment what they, at that time, needed to start the flow of 
end items to the fronts. 

During this period of transition personalities, self inter¬ 
ests, sleep and even food were given little attention. The 
job at hand was .paramount. 

We refused to bid on easy to make parts, accepting only 
those parts that had been found difficult or impossible to 
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make in other shops. Gradually we increased production 
and at the same time lowered our scrap percentage from 
14% in 1942 to % of 1% in 1943. By skilled engineering 
and new techniques we increased our production per ma¬ 
chine 2 1 / 4 times, which in turn brought forth from each man 
hour as much as 5 times the number of parts produced the 
year before. 

Although increased production and the decrease of scrap 
themselves brought large savings to the Government we 
took it upon ourselves to further give by reducing the 
prices of articles produced. These decreased prices and 
the rigorous maintaining of schedules and commitments 
were the reflections of hard work and untiring efforts. 
51 We had at this time increased the number of auto¬ 
matics from 11 in 1942 to 22 in 1943. Our shop had 
in it all of the equipment that the space we had provided 
could conveniently house. 

We felt that in that we had arrived at the maximum point 
of both expansion and production we should give to others 
the benefit of the knowledge and skill and techniques de¬ 
veloped so that they too could aid by doing more. There¬ 
fore, we gave technical help, through Ordnance and direct, 
to all who would receive. We laid open our skills, devices 
and techniques. 

We then set out to give Ordnance aid by redesigning 
parts to increase production. In one part alone we recom¬ 
mended and saw changed five different dimensions and 
tolerances which eventually enabled us to cut the price of 
that item from $163.00 per thousand to $145.00, effecting 
a savings of $65,645.00 in our plant alone. Due to the fact 
that this part was being made by perhaps a dozen or more 
manufacturers the saving to the Government would, we 
feel sure, run into many hundreds of thousands of dollars. 

Knowledge of our ability and skill was brought to the 
attention of Washington by these suggested changes, and 
so, when they found their M-19 Rifle Grenade program 
completely stymied because of a poorly designed and engi- 
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neered part called the Body Union we were called upon to 
redesign the M-19 Rifle Grenade. 

Instead of taking 90 days that Washington felt would be 
necessary to complete this work we had at the loading plant 
1000 sample grenades of the new design within 30 days 
from the date of our research and development contract. 
Present during these tests, our men proved that the new 
design would cut so called leakers from more than 50% 
to less than 1% 

This news reached Washington the following day and 
on that day we were requested to tool for a total production 
of 8 million units which were to go to supply each and every 
prime contractor on that item. Within twenty days we 
had parts flowing to all prime contractors and within 30 
days assembly lines were turning out M-19 Rifle Grenades 
three times faster than ever before. The loading plant 
was passing as acceptable 500% more parts than ever 
before. The savings to the Government is incalculable 
because no one knows what loss of life and of ships may 
have been suffered from leaking white phosphorus. 

The reputation we gained from this research and develop¬ 
ment work caused Washington to make additional demands 
on us for production of parts which others had failed to 
produce. 

More work required additional machines. To house these 
machines we had to crowd together the machines we already 
had. Job after job was added at the insistance [sic] 
52 of Ordnance until finally, at the end of 1944 we had 34 
automatics plus secondary equipment crowded into 
a space intended for 20 automatics. 

We appealed to Washington for an addition to our build¬ 
ing so that we could eliminate the congestion which was 
stifling our efficiency and endangering the lives of our 
people. Although the Ammunition and Fuse Departments 
recommended highly our project, the War Production 
Board saw fit to deny our application. This crowded con¬ 
dition brought about by our willingness to cooperate and 


acceed [sic] to the demands placed upon us was the indirect 
cause of Northwest’s destruction by fire on February 17, 
1945. 

We do not mean by this that we blame the Government 
for our loss, but we do believe that had we sought our own 
interests instead of the interests of the nation Northwest 
would still stand. 

In view of the foregoing, we humbly request that the 1944 
profits shown be allowed to stand as compensation for a 
good job done and subsequent losses sustained. 

Yours very truly, 

Northwest Automatic Products Corporation 

F. W. Griswoud 
F. W. Griswold 
President 


FWG :gj 
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Exhibit F 

53 Ross/flc 

SPOEC 

Price Adjustment Division 

18 September 1945 

Northwest Automatic Products Company- 
170 Lyndale Avenue North 
Minneapolis 3, Minnesota 

Attention: Mr. F. W. Griswold, Pres. 

Dear Mr. Griswold: 

I am engaged in preparing the renegotiation report of 
your company for the year 1944. The accounting work for 
this report has been completed by Lt. Lubin and Mr. 
Cawley, and I am writing to you now for the other infor¬ 
mation necessary as listed below: 

1. Date and state of incorporation. 

2. List of officers and directors. 

3. List of stockholders. 

4. Names of affiliated companies, and a brief description 
of the operations of each company, indicating nature of 
product, volume of sales in 1944, and the dollar value of 
inter-company business done during that period. 

5. The character of affiliation—whether by stock owner¬ 
ship or by common ownership. 

6. Ownership should also be indicated in each case, as 
well as the amount of renegotiable business done by each 
company. 

This inquiry about affiliates is, of course, necessary in 
order to establish the finding that the inter-company opera¬ 
tions did not adversely affect the earnings of Northwest 
Automatic Products Company on its renegotiable business. 

Please send also a statement as to any price reductions 
or voluntary refunds that you gave to your customers on 
1944 production. This information should be given in 
such a way that it can be shown as dollar savings. In other 


words, if the reduction was $0.05 per unit on 100,000 units 
delivered in 1944 from the previous price, it would mean 
a $5,000 saving. The reduction shown in 1944 should he 
from 1943 or earlier 1944 prices. A tabulation of such 
reduction may show in your case substantial savings from 
earlier pricing, and such savings are factors which are 
taken into account in determining the amount of refund 
necessary xo eliminate excessive profits. 

54 Please send a description of your losses in the fire 
of last February. The manner in which you handled 
your business in temporary quarters after the fire, a de¬ 
scription of the building which you put up, and a description 
of its equipment and the time of occupancy are all important 
factors. 

In this connection, we have received a very nice letter 
from Col. Stallard about your work in this emergency, 
all of which will be developed in the report. 

In view of the fact that you have stated that your work¬ 
ing capital position will not permit payment in one sum 
of the rather substantial refund, which appears indicated 
in this case, I wish you would send me a copy of your very 
latest monthly balance sheet and with it a special letter in 
which you ask that you be given an extension of time to 
make these payments, and if possible, indicate how long 
a time would be required. For your information the ex¬ 
tension permit is until the end of the year 1946 by monthly 
payments beginning at the time the renegotiation contract 
is executed and continued until 31 December 1946. You 
should indicate in this letter whether you will require all 
of this time or whether you can make the payments in a 
lesser period. 

There has been no finding in your case so that I am not in 
a position to indicate to you how much is involved in the 
refund. 

You should understand that a determination of excessive 
profits is a reduction of your prices, therefore, your sales 
dollars for the period under review. By the same reduction 
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of the profits, it reduces the taxable income and a Federal 
tax credit will be given when such payments have been 
paid so that the net refund is reduced to the extent of such 
credit. Your own auditor can figure out, for instance, the 
net renegotiate refund. For purposes of illustration, 
$200,000 would mean in your case presumably the bulk of 
such a refund, say 60% or 70% would be paid by the tax 
credit; but each income tax credit has to be figured as the 
factors vary greatly from year to year and as between 
corporations. 

Your prompt compliance with this request for informa¬ 
tion shall be very much appreciated. I sincerely hope that 
you get adjusted promptly to your new peace conditions, 
and that you will not again have such a piece of bad luck 
as happened last February. 

Sincerely yours, 

For: John W. Browning 

Chief, Price Adjustment Division 




Exhibit G 

55 Ross/flc 

SPOEC 

Price Adjustment Division 

18 October 1945 

Northwest Automatic Products Company 
170 Lyndale Avenue North 
Minneapolis 3, Minnesota 

Attention: Mr. F. W. Griswold, Pres. 

Dear Mr. Griswold: 

The writer had a telephone call from Mr. Bliss, your 
auditor, from Washington on 2 October advising that he 
would return to Minneapolis on 5 October, and would at 
once work on the requested additional data for your rene¬ 
gotiation. We have not heard from him since, and the time 
is getting short for the completion of this job. 

I learned from him that you personally had been very 
ill, but that you had recovered sufficiently to come to the 
office, and I hope that your further recovery has progressed 
satisfactorily. This has certainly been some year for you. 
You might have done better if you had been in a fox-hole. 

Please push as rapidly as possible the completion of this 
renegotiation data as the delay is becoming embarrassing 
to me. With kindest personal regards, I am 

Yours very truly, 

For: John W. Browning 

Chief, Price Adjustment Division 
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Exhibit H 

56 Ross/flc 

SPOEC 

Price Adjustment Division 

31 October 1945 

Northwest Automatic Products Company 
170 Lyndale Avenue North 
Minneapolis 3, Minnesota 

Attention: Mr. F. W. Griswold, Pres. 

Dear Mr. Griswold: 

In accordance with our telephone conversation today, 
we are sending you a copy of letter to you dated 18 Septem¬ 
ber 1945. We understand that you will give it your imme¬ 
diate personal attention. 

You will note that you have already covered in a former 
communication, the matter of price reductions. Will you 
please review these and see whether they fairly represent 
your company’s performance in reducing prices. 

Very truly yours, 

For: John W. Browning 

Chief, Price Adjustment Division 

1 Incl. 

Copy of letter dated 9/18/45 


169 


Exhibit I 

57 NORTHWEST AUTOMATIC PRODUCTS CORPORATION 
170 LYNDALE AVENUE NORTH 
MINNEAPOLIS 3, MINNESOTA 

November 14,1945 

Army Service Forces 
Chicago Ordnance District 
38 South Dearborn Street 
Chicago 3, Illinois 

Attention: SPOEC 

John W. Browning 

Chief, Price Adjustment Division 

Gentlemen: 

We regret the delay in answering your letter of Septem¬ 
ber 18 on account of the writer being in the hospital at the 
time this letter was received. 

The Northwest Automatic Products Corporation was in¬ 
corporated February 21, 1920 under the laws of the State 
of Minnesota. Officers and Directors at the present time 
are F. W. Griswold, President and Treasurer; J. C. Koch, 
Vice-President; Lois R. Griswold, Secretary. Stockholders: 
F. W. Griswold and Lois R. Griswold. 

The affiliate companies are: 

Micromatic Metal Products Company, a partnership, was 
organized August 21, 1944 by F. W. Griswold and J. J. 
Bliss. This company is engaged in the manufacture of 
screw machine products. In 1944 the total sales were 
$331,828.02. The machine works performed for the North¬ 
west Automatic Products Corporation was $182,982.09. 

Griswold Signal Company was incorporated in Minnesota 
in 1932. The principal business of the Company is the 
manufacture and installation of Railroad Grade Crossing 
Signals. In 1944 the total sales were $435,505.95. The 
machine work performed for the Northwest Automatic 




Products Corporation was $278,609.55. Lois R. Griswold 
holds all the outstanding capital stock. 

None of the affiliated companies had business in 1944 sub¬ 
ject to the Renegotiation Act. 

As requested we have reviewed the schedule of chief 
1944 price decreases forwarded to you on June 12, 1945 
and find that the schedule presents a true picture of our 
company’s performance in reducing prices. 

58 With reference to our losses in the fire of last 
February, we wish to advise that our automatic screw 
machines, the secondary operation equipment, and our 
building were destroyed by the fire. 

Our building which was completely destroyed by fire was 
100 feet in width, 150 feet in length, one story construction 
with brick facing and tile back-up, concrete floors, laminated 
wood roof beams, pitch and gravel built-up roofing with 
plain glass windows. We occupied this building from the 
spring of 1943 until the date of the fire in February of 1945. 

We are enclosing a complete list of the equipment de¬ 
stroyed in the fire. This list is comprised of automatic 
screw machines, secondary operation equipment, tool and 
grinding room equipment and perishable tools and office 
equipment. 

Thru the cooperation of the Army Service Forces and 
the War Production Board we were able to buy or lease 
new and second hand replacement equipment in this 
emergency. 

We acquired building space in the vicinity of our de¬ 
stroyed plant and installed the replacement equipment as 
soon as it arrived. 

Until production could be started under this arrangement, 
the Micromatic Metal Products Company and the Griswold 
Signal Company aided us in maintaining our production 
schedules. 

Regarding the extension of time in making payment of 
the refund, we are enclosing letter asking for extension 
together with our balance sheet as of September 30, 1945. 
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Please advise if more information is required, and we 
will cooperate wdth you in every possible way. 

Yours very truly, 

Northwest Automatic Products Corporation 

F. W. Griswold 
F. W. Griswold 
President 

FWG :hw 
Enc. 


Exhibit J 

59 NORTHWEST AUTOMATIC PRODUCTS CORPORATION 
170 LYNDALE AVENUE NORTH 
MINNEAPOLIS 3, MINNESOTA 

November 14,1945 

Army Service Forces 
Chicago Ordnance District 
38 South Dearborn Street 
Chicago 3, Illinois 

Attention: SPOEC 

John W. Browning 

Chief, Price Adjustment Division 

Gentlemen: 

With reference to renegotiation refund for the year 1944, 
as previously mentioned we would appreciate an extension 
of time permitting us to make monthly payments beginning 
at the time the renegotiation contract is executed and con¬ 
tinuing until December 31, 1946. Attached is our balance 
sheet as of September 30, 1945. 

Yours very truly, 

Northwest Automatic Products Corporation 

F. W. Griswold 
F. W. Griswold 
President 

FWG :hw 
Enc. 
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Exhibit K 

60 UOSL V UCCO NR17 WD 

FROM BROWNING CHICAGO ORDNANCE DISTRICT CHICAGO ILL 
231738Z NOV 45 

TO NORTHWEST AUTOMATIC PRODUCTS CO 170 LYNDALE AVE 
NO MPLS 3 MINN 

ATTN —F W GRISWOLD PRES 

GRNC 

LT M A LUBIN AND WILLIAM L ROSS PLAN TO BE IN MINNE¬ 
APOLIS NEXT WEEK WIRE IF CONVENIENT TO SEE YOU TUESDAY 
MORNING 27 NOVEMBER END ROSS PRICE ADJUSTMENT TT608 ER 

1739Z. 


Exhibit L 

61 CA30 

UCCO V UCGA NR 85 WD 

FROM F W GRISWOLD NORTHWEST AUTOMATIC PRODUCTS CORP 
MINNEAPOLIS MINN 

NOV 24 1945 937A 241620Z 

TO MR BROWNING PRICE ADJUSTMENT TT 60S ER 231738Z CHICAGO 
ORDNANCE DISTRICT QHGO 

GR NC 

RETEL WILL BE GLAD TO SEE LIEUTENANT LUBIN AND MR 
ROSS TUESDAY MORNING 27 NOVEMBER 


1645Z 


Exhibit M 


62 Griswold Signal Company 

1706 Linden Avenue 
Minneapolis, Minnesota 

February 8, 1946 

Army Service Forces 
Chicago Ordnance District 
38 South Dearborn Street 
Chicago 3, Illinois 

Re: SPOEC 

Price Adjustment Division 

Attention: John W. Browning 

Chief, Price Adjustment Division 

Gentlemen: 

I am enclosing the following: 

Statement of Affiliations (3 copies) 

Audits: 

Northwest Automatic Products Corporation 
3 Copies for the Calendar Year 1943 

3 Copies for the Calendar Year lfH4 

Griswold Signal Company 
3 Copies for the Calendar Year 1943 

3 Copies for the Calendar Year 1944 

Micromatic Metal Products Company 
3 Copies for the Eight-month Period 
Beginning September 1, 1944 and Ended April 
30, 1945. 

Tax returns: 

Federal and Minnesota Corporation Returns 1943 
and 1944—Griswold Signal Company & Northwest 
Automatic Products Corp (Amended) Federal and 
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Minnesota Partnership Returns-1944 Micromatic 
Metal Products Company (Amended) 

Will you kindly acknowledge receipt of the above on the 
enclosed copy of this letter. 

Yours very truly, 

F. W. Griswold 
F. W. Griswold 

2/11/46 

Receipt is acknowledged of the above documents. 

M. R. Cahill 
M. R. Cahill 
Lt., Ord. Dept. 

FWG.:hw 

Enc. 


Exhibit N 

63 SPOEC 

Price Adj. Division 25 February 1946 

Mr. F. W. Griswold 
Griswold Signal Company 
1706 Linden Avenue 
Minneapolis, Minnesota 

Dear Mr. Griswold: 

Reference is made to our conversation of 12 February 
1946 during your visit to the Chicago Ordnance District 
relative to renegotiation data requested by this office. 

It is hoped that you will be in a position to furnish at a 
very early date the standard forms on the Northwest Auto¬ 
matic Products Company for 1943, Screw Machine Prod¬ 
ucts Company for 1944, and Griswold Signal Company for 
1943 and 1944, together with three copies of the audit re¬ 
port on Screw Machine Products Company for 1944. The 


standard forms referred to above were handed to your 
Mr. Kuckuck during our meeting at your plant on 6 Febru¬ 
ary 1946. 

In addition to the above, this office requests a statement 
by you of the dollar sales, profit, and a brief description 
of the type of business of the other companies which you 
have indicated were non-renegotiable. 

Very truly yours, 

M. R. Cahill 
M. R. Cahill 
1st Lt., Ord. Dept. 

For: John W. Browning 

Chief, Price Adjustment Division 


Exhibit O 

64 GRISWOLD SIGNAL COMPANY 

1706 Linden Avenue 

MINNEAPOLIS 3, MINNESOTA 

March 7, 1946 

Army Service Forces 
Chicago Ordnance District 
38 South Dearborn Street 
Chicago 3, Illinois 

Attention: M. R. Cahill 

1st Lt., Ord. Dept. 

Re: SPOEC 

Price Adj. Division 

Gentlemen: 

As requested in your letter of February 25, we are enclos¬ 
ing standard form of contractors report on the Northwest 
Automatic Products Corporation for 1943, Screw Machine 
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Products Co. for 1944 and Griswold Signal Company for 
1943 and 1944. We are also enclosing three copies of our 
auditor’s report on the Screw Machine Products Company 
for the year ending September 30, 1945 and description of 
business and dollar sales and profit for the following com¬ 
panies: K. P. Manufacturing & Sales Company, West 
Manufacturing Co., The Lubricator Corporation and Spe¬ 
cialty Sales & Service Corporation. 

We trust this gives you the information needed. 

Yours very truly, 

Griswold Signal Company 
F. W. Griswold 
F. W. Griswold 
President 

FWG :hw 


Exhibit P 

65 

SPOEC 

Price Adjustment Division 

Mr. F. W. Griswold 
Griswold Signal Company 
1706 Linden Avenue 
Minneapolis, Minnesota 

Dear Mr. Griswold: 

The records of this office indicate that you have not sub¬ 
mitted the Standard Form of Contractor’s Report on the 
Micromatic Metal Products Co. for the period ending 30 
April 1945. There is attached, hereto, the Standard Form 
to be filled out and submitted to this office in duplicate. It 
is requested your immediate attention be given to the above 
matter since, under the law, we are without authority to 


Cahill/mdd 
Franklin 4900 
Extension 850 

14 March 1946 
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extend the time prescribed for filing, which is approxi¬ 
mately ninety days after the close of the contractor’s fiscal 
year. 

In addition to the above, it is requested the Standard 
Forms attached, hereto, on Northwest Automatic Products 
Corporation, Griswold Signal Company and West Manu¬ 
facturing Company for the fiscal year ending 31 December 
1945 and Screw Machine Products Company for the fiscal 
year ending 30 September 1945 be submitted to this office 
by 31 March 1946 together with a statement of the dollar 
sales, profit, and brief description as to the type of busi¬ 
ness of the other affiliated companies for the year 1945. 
If tax returns have been filed on the above companies, 
please inclose a copy with the Standard Form. 

Your attention is invited to Section A, II of the Standard 
Form dealing with the segregation of your sales between 
renegotiable and non-renegotiable. A careful study should 
be made of your sales to determine the proper amount of 
renegotiable sales. 

Very truly yours, 

M. R. Cahill 
Renegotiator 


for: John W. Browning 

Chief, Price Adjustment 
Division 


Incl. 

Standard Forms: 

Micromatic Metal Prod. Co.—1945 
Northwest Automatic Prod. Corp.—1945 
Griswold Signal Co.—1945 
West Manufacturing Co.—1945 
Screw Machine Products Co.—1945 
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MRCahill/bm 
Franklin 4900 
Extension 850 


Exhibit Q 


SPOEC 

Price Adj. Division 1 May 1946 


Via Registered Mail 


Northwest Automatic Products Co. 
170 Lyndale Avenue N. 

Minneapolis 3, Minnesota 


i 


Gentlemen: 


Attention: Mr. F. W. Griswold, 
President. 


The War Contracts Price Adjustment Board has deter¬ 
mined that renegotiation proceedings under the Renego¬ 
tiation Act (Title VII of the Revenue Act of 1943) for your 
fiscal year ended 31 December 1944 shall be conducted 
initially by this office. 


This notice, sent by registered mail, constitutes com¬ 
mencement of the renegotiation proceedings in conformity 
with the provisions of subsection (c)(1) of the Renegotia¬ 
tion Act. 

Very truly yours, 

M. R. Cahill 
M. R. Cahill 
Renegotiator 


Distribution: 


for: John W. Browning 

Chief, Price Adjustment 
Division 


Mr. Lubin 
Mr. Cahill 
Accts. File 
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Exhibit R 

67 W Browning/ihv 

Franklin 4900 
Extension 247 

SPOEC— 

Price Adjustment Division 1 May 1946 

Mr. Frank Griswold 

Northwest Automatic Products Company 
170 Lyndale Avenue, North 
Minneapolis 3, Minnesota 

Dear Mr. Griswold: 

Enclosed are an original and four copies of a stipulation 
to extend the time for completion of renegotiation of North¬ 
west Automatic Products Company. for its fiscal year 
ended 31 December 1944. Under the statute renegotiation 
must be completed within a year from the time renegotia¬ 
tion proceedings were commenced. There is a difference of 
opinion as to when renegotiation commences in a particular 
case, but in order to he on the safe side we have been in¬ 
structed by Washington to obtain extensions in all cases 
where any doubt may arise. In this particular case, re¬ 
negotiation could not have commenced prior to the date 
this office had its first meeting with you last summer. 

Also enclosed are original and four copies of a resolu¬ 
tion which should be passed by the Board of Directors of 
the Northwest Automatic Products Company and certified 
by the Secretary. 

I intended to mention this to you when you were in the 
office yesterday afternoon but the matter was overlooked. 
If you can take care of this right away it will be appre- 
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dated, and Mr. Cahill will pick up the executed papers 
when he is in Minneapolis this week. 

Very truly yours, 

John W. Browning 
Chief , Price Adjustment 
Division 

2 Incls. 

Extension of Time (5 cys) 

Resolution (5 cys) 

68 22 April 1946 

It is hereby stipulated and agreed by and between the 
United States of America and Northwest Automatic Prod¬ 
ucts Co., a corporation, with principal business office at 
170 Lyndale Avenue, North, Minneapolis 3, Minnesota 
(hereinafter referred to as the “Contractor”), that, in 
accordance with the provisions of clause (B) of the second 
sentence of subsection (c)(3) of the Renegotiation Act, 
the time within which a determination of the amount of 
excessive profits, if any, of the Contractor for the Con¬ 
tractor’s fiscal year ended 31 December 1944, may be made 
by agreement or order, is hereby extended to and including 
30 April 1947. 

Northwest Automatic Products Co. 

By . 

(Add Corporation Seal) 

Attest: 


Secretary 

United States of America 

By. 

Acting on behalf of the War Con¬ 
tracts Price Adjustment Board 
created by the Renegotiation Act, 
under due delegations of authority 
made pursuant to subsection 
(d)(4) of the Renegotiation Act. 
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69 I, ., do hereby certify that 

I am the duly elected, qualified, and acting Secre¬ 
tary of Northwest Automatic Products Co., 170 Lyndale 
Avenue, North, Minneapolis 3, Minnesota. I do further 
certify that at a meeting of the Board of Directors of said 

Corporation duly called and held on. 1946, 

at., at which a quorum was present and 

acting throughout, the following resolution was duly 
adopted, and that said resolution has not since been modi¬ 
fied or rescinded and remains in full force and effect: 

* 4 Resolved: that the proposed agreement between the 
Corporation and the United States of America entered 
into pursuant to the Renegotiation Act extending to and 
including 30 April 1947, the time within which a determi¬ 
nation may be made, by agreement or order, of the amount 
of excessive profits, if any, derived by the Corporation 
from contracts and subcontracts which are subject to re¬ 
negotiation under the Renegotiation Act for the Corpora¬ 
tion’s fiscal year ended 31 December 1944 be and hereby 

is approved; and that. the., 

of the Corporation, be and hereby is authorized and 
directed to execute and deliver such agreement, on behalf 
of the Corporation, in the form presented to this meeting 
or with such changes as he, in his absolute discretion, may 
approve, his approval being conclusively evidenced by his 
execution thereof; and that.. the Secre¬ 

tary of the Corporation, be and hereby is authorized to 
affix the seal of the Corporation to said agreement when 
so executed and to attest the same.” 

I do hereby further certify that the agreement to which 
this certificate is attached is in the form and contains the 
terms and provisions of the agreement submitted to said 
meeting, and that the person executing said agreement 
was the officer authorized to execute the same. 
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In Witness Whereof I have hereunto subscribed my 

name and affixed the seal of said Corporation this. 

day of., 1946. 


(Corporate 

Seal) 


Secretary 


Exhibit S 

70 SPOEC—Price Adjustment 

Division 7 May 1946 

Mr. Frank Griswold 
c/o Griswold Signal Company 
1706 Linden Avenue 
Minneapolis, Minnesota 

Dear Mr. Griswold: 

Confirming understanding reached between you and Mr. 
Browning of this office, this letter is to advise that no in¬ 
formation concerning the operations of any company in 
which you are interested, either directly or indirectly, 
except Micromatic Metal Products Company, a copartner¬ 
ship, will be given to Mr. Jerome Bliss, or to any other 
individual not employed by the United States. Micromatic 
Metal Products Company, a copartnership between your¬ 
self and Mr. Bliss, will entitle both you and Mr. Bliss to 
have any and all information submitted by either of you, 
or by anyone else, concerning this company. Mr. Bliss has 
been advised to this effect, and you may be assured that 
any information furnished to this office by contractors is 
held in strictest confidence. 

Very truly yours, 

John W. Browning 
Chief, Price Adjustment Division 
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Exhibit T 

71 SPOEC—Price Adjustment 

Division 31 May 1946 

Messrs. Peat, Marwick & Mitchell 
Northwestern Bank Building 
Minneapolis 2, Minnesota 
Attention of Mr. Cowan 

Dear Sirs: 

Mr. Frank Griswold has advised this office that he has 
engaged you to make an audit of Micromatic Metal Prod¬ 
ucts Company, a partnership, for its fiscal year ending 
30 April 1945, and also an audit of Micromatic Metal 
Products Company, a corporation, for its fiscal year end¬ 
ing April 30, 1946. Mr. Griswold is having this audit 
made at the request of this office. Mr. Griswold has agreed 
to have you make an audit also of Northwest Automatic 
Products Corporation, Griswold Signal Company, and 
Screw Machine Products Company. It is our understand¬ 
ing that you will make the audit of Micromatic Metal 
Products Company first. 

This office is anxious to receive your audits as soon as 
possible and with the permission of Mr. Griswold, I am 
writing you directly to request progress reports on your 
work. Mr. Cahill of this office has furnished you with 
such information as we have. As you know, an audit has 
been made of Micromatic Metal Products, a partnership, 
by the firm of Hines & Wilkerson and a copy of this report 
will be furnished to Mr. Griswold as soon as available. 
However, in view of certain points in dispute between the 
partners, this office is requesting independent submissions. 

Advice would be appreciated as to what progress has 
been made to date in the audit and some estimate from you 
as to when it is expected that your work will be completed. 

Very truly yours, 

John W. Browning 
Chief, Price Adjustment Division 
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Exhibit U 

72 Griswold Signal Company 

1706 Linden Avenue 
Minneapolis, Minnesota 
May 23, 1946 

Army Service Forces 
Chicago Ordnance District 
3S South Dearborn Street 
Chicago 3, Illinois 

Attention: John W. Browning 

Chief, Price Adjustment Division 

Gentlemen: 

We are submitting, herewith, standard form of con¬ 
tractors report on Northwest Automatic Products Corpo¬ 
ration and Griswold Signal Company for the year ending 
December 31, 1945; on Screw Machine Products Company 
for the year ending September 31,1945; and on Micromatic 
Metal Products Company for the period ending April 30 
1945. 

Yours very truly, 

Griswold Signal Company 
F. W. Griswold 
F. W. Griswold 
President 

FWG/hw 

Enc. 
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Exhibit V 


73 ARMY SERVICE FORCES 

CHICAGO ORDNANCE DISTRICT 

38 South Dearborn Street 
Chicago 3, HI. 

SPOEC 

Price Adjustment Division 

Cahill/jp 
Franklin 4900 
Ext 850 

3 June 1946 

Messrs. Peat, Marwick & Mitchell 
Northwestern Bank Building 
Minneapolis 2, Minnesota 
Attention: Mr. Cowan 

Dear Sirs: 


In accordance with my letter of 21 May 1946, I am en¬ 
closing herewith the report of Hines & Wilkerson on the 
Micromatic Metal Products Company for the period ending 
30 April 1945. 

In addition to the above, I hope to be able to furnish yon 
by 5 June 1946 the Bill of Material and revised schedules 
on the Sales and Inventory of Micromatic Metal Products 
Company. 

Very truly yours, 


Incl. 

Report 


John W. Browning 
Chief, Price Adjustment Division 


CC: Mr. Browning 
Mr. Lubin 
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Exhibit W 

74 

SPOEC 

Price Adjustment Division 

Mr. F. W. Griswold 
Griswold Signal Company 
1706 Linden Avenue 
Minneapolis, Minnesota 

Dear Mr. Griswold: 

In accordance with our previous conversation, I am 
inclosing herewith the audit report of Hines and Wilkerson 
on Micromatic Metal Products Company for the period 
ending 30 April 1945. 

I also wish to acknowledge receipt of your letter of 
23 May 1946 in which you inclose the standard forms on 
Griswold Signal Company and Northwest Automatic 
Products Company, for the period ending 31 December 
1945, Screw Machine Products Company, for the period 
ending 30 September 1945, and Micromatic Metal Products 
Company, for the period ending 30 April 1945. It is noted 
that in your submission of the standard forms, you did not 
inclose the financial reports requested in Section A-I of 
the Standard Form. Since the financial reports are re¬ 
quired with the standard forms, it is requested that audit 
reports on the above companies with the exception of 
Micromatic Metal Products Company be submitted to this 
°®ce at the earliest possible date. With reference to 
Micromatic Metal Products Company, you have previously 
submitted the financial statements prepared by Herman 
C. J. Peisch for the period ending 30 April 1945. 

Micromatic Metal Products Company has been assigned 
to this office for renegotiation of the period from 30 April 
1945 thru 31 December 1945, therefore, I am inclosing the 
standard forms which should be completed and forwarded 
to this office together with financial reports. The financial 


/ip 

4 June 1946 




187 


reports and Standard Form on Micromatic Metal Products 
Company should be from the period 30 April 1945 thru 
31 December 1945. 

Your personal attention to the above will be greatly 
appreciated by this office. 

Yours very truly, 

John W. Browning 
Chief, Price Adjustment Division 

CC: Mr. Browning 
Mr. Lubin 

Incls. 

Audit Report 
Standard Forms 


Exhibit X 

75 


SPOEC 

Price Adjustment Division 

Peat, Marwick and Mitchell 
Northwestern Bank Building 
Minneapolis, Minnesota 

Attention: Mr. Cowan 

Dear Sirs: 

In accordance with my letter of 3 June 1946, I am sub¬ 
mitting herewith the Bill of Material used by this office 
together with the revised schedule on the sales and in¬ 
ventory of Micromatic Metal Products Company for the 
period ending 30 April 1945. 


Cahill/jp 
Franklin 4900 
Ext. 850 


4 June 1946 
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The attached schedules are being submitted to you as a 
guide, however it is understood that the Bill of Material 
is not to be used by your office but that your office will 
compute a Bill of Material which is satisfactory to your 
office. 

Yours very truly, 

Morton R. Cahill 
For: John W. Browning 

Chief, Price Adjustment Division 

Incls. 

Bill of Material 
Revised Schedule 

CC: Mr. Browning 
Mr. Lubin 


Exhibit Y 

76 PEAT, MARWICK, MITCHELL & CO. 

Accountants and Auditors 

Northwestern Bank Building 
Minneapolis 2, Minn. 

June 7,1946 

Mr. John W. Browning, 

Chief, Price Adjustment Division, 

Army Service Forces, 

38 South Dearborn Street, 

Chicago 3, Illinois. 

Dear Sir: 

We acknowledge receipt of letters dated June 3 and 
June 4, 1946, together with report of Hines & Wilkerson 
on the Micromatic Metal Products Company for the period 
ended 30 April, 1945, revised schedule on sales and in- 
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ventory of Micromatic Metal Products Company for the 
period ended 30 April, 1945 and schedule showing analysis 
of amount of material used in production by Micromatic 
Metal Products Company for the year ended 30 April, 1945. 

Yours very truly, 


HMS .*GB 


Peat, Marwick, Mitchell & Co. 

By H. M. Solstad 

Accounting Manager 


Exhibit Z 


77 JWBrowning/ihv 

Extension 247 
Fra 4900 

10 June 1946 


SPOEC—Price Adjustment Division 

Mr. Frank Griswold 
Griswold Signal Company 
1706 Linden Avenue 
Minneapolis, Minnesota 

Dear Mr. Griswold: 

Enclosed herewith is copy of a letter send [sic] today to 
your auditors. Your active participation in expediting the 
completion of their work will be genuinely appreciated. 

On 1 May 1946 an agreement for the extension of time 
in which renegotiation should be completed was sent to 
you, and you advised by telephone the following week that 
these would be executed and returned to this office as soon 
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as they had been checked by your attorneys. This may 
have been overlooked somewhere along the line, and we 
would greatly appreciate your personal attention to this 
matter immediately. 


Very truly yours, 


John W. Browning 

Chief, Price Adjustment Division 


1 Incl. 

Cy ltr 6/10/46 to Peat, Marwick, Mitchell & Co. 


Exhibit AA 


78 ; Mr. Cahill/ihv 

Franklin 4900 
Extension 850 

SPOEC—Price Adjustment Division 

10 June 1946 

Peat, Marwick, Mitchell & Co., 

Northwestern Bank Building, 

Minneapolis 2, Minnesota. 

Attention of Mr. Cowan 

Dear Mr. Cowan: 

Reference is made to letter of this office dated 21 May 
1946 concerning the audit of Micromatic Metal Products 
Company and other companies in which Mr. Frank 
Griswold is interested. 

Your letter of 7 June 1946 acknowledged receipt of our 
letters of 3 and 4 June 1946 in which the audit reports 
of Hines & Wilkerson, together with revised schedules 
prepared by this office, were enclosed. It is imperative that 
this office receive the data on all companies assigned for 
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renegotiation as expeditiously as possible and every effort 
is made to extend to companies a reasonable opportunity 
to present the pertinent data. The submissions hereto¬ 
fore made by Mr. Griswold’s companies were inadequate, 
and Mr. Griswold has cooperated by agreeing to furnish 
independent audits. 

On 7 May 1946 Mr. Cahill of this office outlined to Mr. 
Solstad the extent of the information which this office 
would require and indicated the possible questions that 
would have to be resolved in making ah accurate deter¬ 
mination of profits earned by Mr. Griswold’s various com¬ 
panies. It is, therefore, hoped that by this time you have 
been able to lay out the work and establish a schedule for 
its completion. 

Information is requested on the progress to date of your 
audit of Micromatic Metal Products Company, the date 
you expect to complete your audit on Micromatic Metal 
Products Company, and what arrangements you have 
made to audit Northwest Automatic Products Company, 
Griswold Signal Company, and Screw Machine Products 
Company for 1944 and 1945, and Micromatic Metal 
Products Company (a corporation) for the period 1 May 
1945 through 31 December 1945. 

Your personal attention to the subject matter would be 
greatly appreciated. 

Very truly yours, 

For: John W. Browning 

Chief, Price Adjustment Division 

Distribution: 

File 

J. W. Browning 
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Exhibit BB 

79 PEAT, MARWICK, MITCHELL & CO. 

Accountants and Auditors 

Northwestern Bank Building 
Minneapolis 2, Minn. 

June 12,1946. 

Army Service Forces, 

Chicago Ordnance District, 

38 South Dearborn Street, 

Chicago 3, Illinois. 

Dear Sirs: 

In reply to your letter of June 10, no audit work has yet 
been commenced in connection with Micromatic Metal 
Products Company and other companies in which Mr. 
Frank Griswold is interested. 

Before commencing the work a conference is to be held 
by us with Mr. Griswold and his accounting and legal ad¬ 
visers. We are informed that this conference cannot take 
place until early next week and you will be informed as 
to the plan of procedure immediately after the conference. 

Yours very truly, 


JEC B1 


Peat, Marwick, Mitchell & Co., 
By John R. Cowan, Partver. 
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Exhibit CC 

80 J WBrowning/ihv 

Franklin 4900 
Extension 247 

SPOEC—Price Adjustment Division 

24 June 1946 

Mr. Frank W. Griswold 
Griswold Signal Company 
1706 Linden Avenue 
Minneapolis, Minnesota 

Dear Mr. Griswold: 

The liberty is being taken of reviewing the negotiations 
to date between you and the Price Adjustment Division of 
this office. 

The renegotiation data submitted by you on Micromatic 
Metal Porducts Company was reviewed carefully in view 
of the differences that had arisen between you and your 
partner, Mr. Bliss. This entailed a great deal of detail 
work on our part and necessarily involved an examination 
of other companies which you control. On 4 April 1946, 
at a conference in this office, the discrepancies which had 
been found by this office were outlined to you completely. 
At that time you agreed with this office to have an audit 
made by independent public accountants of Micromatic 
Metal Products Company for the fiscal period ending 
30 April 1945 and the subsequent fiscal period, as well as 
an audit of Northwest Automatic Products Company and 
Griswold Signal Company for the period ending 31 Decem¬ 
ber 1945 and Screw Machine Products Company for the 
period ending 30 September 1945. Understanding was 
further reached at this meeting that every effort would be 
made to expedite the audit; that this office would furnish 
your auditors with the information which we had and that 
you would also be furnished with a copy of the audit of 
Micromatic Metal Products Company prepared by Hines 
& Wilkerson, auditors employed by Mr. Bliss. 
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On 7 May 1946 Mr. M. R. Cahill of this office made a 
trip to Minneapolis for the express purpose of explaining 
to your auditors, Messrs. Peat, Marwick & Mitchell, the 
specific problems with which we are concerned, and all 
information in our hands, including working papers, was 
turned over to your auditors. The audit report of 
81 Hines & Wilkerson has also been furnished to you. 

It was understood by this office that we would 
receive progress reports on these audits but to date the 
only report received was a letter of 12 June 1946 from 
Peat, Marwick & Mitchell stating that the work had not 
yet commenced and would not he commenced until after 
conferring with you and your accounting and legal 
advisers. 

It is disappointing to note that ten weeks have now 
elapsed since the original understanding was reached and, 
so far as this office is advised, no work has been done on 
this audit. The discrepancies pointed out to you in the 
figures submitted are extremely serious, and it is desired 
to extend every opportunity to you to explain this. 

It is hoped that every effort will be made by you to 
have the audit work completed at an early date and, there¬ 
fore, will you please advise this office immediately (1) 
whether or not this audit is proceeding at the present time; 
(2) the progress made to date on this audit; and (3) the 
date when we may expect to receive the completed audit. 

Very truly yours, 


Distribution: 

File 

J. W. Browning 


John W. Browning 

Chief, Price Adjustment Division 


I 
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Exhibit DD 

PEAT, MARWICK, MITCHELL <fc CO. 

Accountants and Auditors 

Northwestern Bank Building 
Minneapolis 2, Minn. 

June 28, 1946. 

Mr. John W. Browning, Chief 
Price Adjustment Division, 

Army Service Forces, 

Chicago Ordnance District, 

38 South Dearborn Street, 

Chicago 3, Illinois. 

Dear Sir: 

Examination of Micromatic Metal Products Company 
for the period ended April 30, 1945. 

In connection with your request for progress reports on 
the above audit, we have to report that we have not yet 
received final instructions from Mr. Griswold regarding 
the scope of the examination. Mr. Griswold informs us 
that the matter has been referred to his attorney, who has 
not been available for consultation due to sickness this 
past week and absence from town the previous week. 

Yours very truly, 

Peat, Marwick, Mitchell & Co., 

By H. M. Solstad 
Accounting Manager. 


HMSIM 
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Exhibit EE 

83 NORTHWEST AUTOMATIC PRODUCTS CORPORATION 

170 Lyndale Averae North 
Minneapolis 3, Minnesota 

June 29, 1946 


Army Service Forces 
Chicago Ordnance District 
38 South Dearborn Street 
Chicago 3, Illinois 

Attention: John W. Browning 

Chief, Price Adjustment Division 
SPOEC 


Gentlemen: 

As requested in your letter of June 4, 1946, we are en¬ 
closing audit reports of the Northwest Automatic Products 
Corporation for the calendar year ending December 31, 
1945. 


Yours very truly, 

Northwest Automatics Products Co. 
F. W. Griswold 
F. W. Griswold 
President 

FWG/hw 

Enc. 
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Exhibit FF 

84 MICROMATIC METAL. PRODUCTS COMPANY 

1706 Linden Avenue 
Minneapolis 5, Minnesota 

June 29, 1946 

Army Service Forces 
Chicago Ordnance District 
38 South Dearborn Street 
Chicago 3, Illinois 

Attention: John W. Browning 

Chief, Price Adjustment Division 
SPOEC 

Gentlemen: 

In reply to your letter of June 4, 1946, requesting audit 
reports of the Micromatic Metal Products Company for 
the period ending December 31, 1945. 

This Company operates on a fiscal period which ends on 
April 30. For this reason, we will be unable to furnish 
the information requested until the audit for the fiscal 
year is complete. 


Yours very truly, 

Micromatic Metal Products Co. 
F. W. Griswold 
F. W. Griswold 
President 


FWG/hw 
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Exhibit GG 

85 GRISWOLD SIGNAL COMPANY 

1706 Linden Avenue 
Minneapolis 3, Minnesota 

June 29, 1946 

Army Service Forces 
Chicago Ordnance District 
38 South Dearborn Street 
Chicago 3, Blinois 

Attention: John W. Browning 

Chief, Price Adjustment Division 
SPOEC 

Gentlemen: 

As requested in your letter of June 4, 1946, we are en¬ 
closing audit reports of the Griswold Signal Company for 
the calendar year ending December 31, 1945. 

Your request for statement covering Screw Machine 
Products Company should be addressed to Geraldine Koch 
at 91 South 11th Street, Minneapolis, Minnesota. 

Yours very truly, 

Griswold Signal Company 
F. W. Griswold 
F. W. Griswold 
President 


FWG:hw 

Enc. 


Exhibit HH 
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SPOEC 

Price Adj. Division 
Griswold Signal Co. 

1706 Linden Avenue 
Minneapolis 3, Minnesota 

Attention: Mr. F. W. Griswold, President. 

Gentlemen: 

This is to acknowledge receipt of yonr letter of 29 June 
1946 and the attached audit report of your company for 
the calendar year 1945, as prepared by Herman C. J. 
Peisch, Certified Public Accountants. 

Very truly yours, 

M. E. Cahill 
Renegotiator 

for: John W. Browning 

Chief, Price Adjustment Division 

Distribution: 

Mr. Cahill 
Accts. File 


MECahill/bm 
Franklin 4900 
Extension 850 
1 July 1946 
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Exhibit II 

87 July 3, 1946 

Anny Service Forces 
Chicago Ordnance District 
38 South Dearborn Street 
Chicago 3, Illinois 

Attention: Mr. John IV. Browning 

Chief, Price Adjustment Division 

Dear Sirs: 

This is to acknowledge receipt of your letter of June 24, 
1946. I regret that you feel disappointed in progress made 
towards auditing the affairs of Micromatic Metal Products 
Company. However, I feel that your disappointment must 
be traceable to a misunderstanding as to the commitments 
made at the conference in your office on April 4. If you 
will consult the stenographic notes that were taken, I am 
confident that you will find that I did not unconditionally 
agree to have another audit made. IVhat I stated at the 
conference was, that if the investigation indicated that any 
of the charges which your Mr. Cahill reported were made 
to him by Mr. Bliss and his counsel had any foundation in 
fact, that then I myself would insist upon having a com¬ 
plete audit made of the affairs of the Companies by inde¬ 
pendent accountants. 

However, investigation of those charges disclosed that 
they were absolutely without foundation. You will recall, 
for example, that the charge was made that after the fire 
thfe company had repaired certain machines that were pur¬ 
chased from the Government in damaged condition after 
the fire, and had charged the cost of the repairs to manu¬ 
facturing expense. In fact, those machines are still in the 
same condition as they were after the fire; no repairs have 
been made upon them; they can be examined in the premises 
at 2218 Hennepin Avenue, where they have been stored ever 
since the fire. 



201 


Again you will recall that the charge was made that Mi- 
cromatic Metal Products had purchased material which 
was not usable on any of its jobs. This charge turned out 
to be baseless. 

I have examined the report prepared by Hines & Wilker- 
son dated May 28, 1946, which you were kind enough to 
forward to us. But I find nothing in the report except 
wholly unsupported charges. There is nothing in their in¬ 
vestigation or report that would justify the Company in un¬ 
dertaking the expense of a re-audit. 

You no doubt know that the Bureau of Internal Revenue 
is now checking the companies in which I am interested, in¬ 
cluding Micromatic Metal Products Company for the fiscal 
period of the partnership ending April 30, 1945, and 
88 also for the subsequent fiscal period. I am advised 
by my counsel that the services of the Bureau are, by 
the express provisions of the Renegotiation Act, made 
available to you for the purpose of making examination 
and audits. I know of no reason why you should not have 
access to the Bureau’s report when it is completed. I am 
satisfied that you will find that report will verify the state¬ 
ments that I have already submitted to you. 

I had certain preliminary conversations with the firm of 
Peat, Marwick & Mitchell relative to preparation of an 
audit in the event that any occasion for it might arise. For 
the reasons already indicated, no order was ever given to 
that firm to make an audit. 

I have always stood ready, and am now ready and willing 
to furnish you any information, records or data which you 
may consider necessary or helpful, and to cooperate with 
you fully. However, I know of no occasion for duplicating 
the work that has already been done and submitted to you. 

Yours very truly, 

Micromatic Metal Products Company 

F. W. Griswold 
President 

FWGAw 
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Exhibit JJ 

89 November 30, 1946 

Mr. Raymond Eberly 
Chairman, Price Adjustment Board 
Treasury Department 
5304 Procurement Building 
Washington 25, D. C. 

Dear Sir, 

Re: Micromatic Metal Products Company, a 
copartnership 

Micromatic Metal Products Company, a Minnesota 
corporation 

Northwest Automatic Products Corporation 

Griswold Signal Company 

Screw Machine Products Company 

We represent the above concerns, all of which are 
located in this city. Mr. F. W. Griswold was the managing 
partner of the first named concern, and is the proprietor 
of the other concerns. 

On May 23,1946, Mr. Giswold submitted to Mr. John W. 
Browning, Chief, Price Adjustment Division, Army Serv¬ 
ice Forces, Chicago Ordnance District at Chicago, standard 
form of contractor’s report on Northwest Automatic 
Products Company and Griswold Signal Company for the 
calendar year ending December 31,1945; on Screw Machine 
Products Company for the fiscal year ended September 31, 
1945 and on Micromatic Metal Products Company, a 
partnership, for the period ended April 30, 1945. Micro¬ 
matic Metal Products Company, a Minnesota corporation, 
is the successor to that partnership, commencing business 
as of the close of April 30, 1945, and according to my in¬ 
formation, no contractor’s report has as yet been sub¬ 
mitted on its behalf, although Mr. Browning in a letter 
to Mr. Griswold of June 4,1946 reported that the company 
had been assigned to his office for renegotiation for the 
period from April 30, 1945 through December 31, 1945, 
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and requested that the standard forms be submitted for 
that period. I find that on June 29, 1946, Mr. Griswold 
notified Mr. Browning by letter, that since the company 
operated on a fiscal year ending April 30, he had been 
unable to furnish the information until the audit for the 
fiscal year was completed. 

The status of the two Micromatic concerns became com¬ 
plicated by the fact that one Jerome J. Bliss, who was a 
partner with Mr. Griswold in Micromatic Metal Products 
Company, a copartnership, under articles of partnership 
dated August 21,1944, commenced an action in the District 
Court of Minnesota, in November 1945, against Mr. Gris¬ 
wold and Micromatic Metal Products Company, a 
Minnesota corporation, for an adjudication that the part¬ 
nership previously existing between them be adjudged 
dissolved, and for an accounting, including such assets 
of the partnership as had vested in the successor corpora¬ 
tion. That action is on the pending calendar of cases to 
be tried, awaiting trial, but has not yet been reached for 
trial. However, the District Court, in that action, 
90 entered an Interlocutory Order on November 15, 
1945, appointing a receiver of the partnership books 
and also requiring the defendants to file a bond to secure 
payment to Bliss of what ultimately might be decreed to 
him on a disposition of the case on its merits in order to 
avoid a general receivership. Defendants gave the bond 
under protest, and appealed to the Supreme Court of 
Minnesota from the Interlocutory Order. That appeal has 
been argued before the Supreme Court, but has not yet 
been determined by it. 

A misunderstanding arose between Mr. Griswold and 
Mr. Browning, with respect to a proposal that an inde¬ 
pendent audit be made of the affairs of Micromatic. Mr. 
Bliss had submitted to Mr. Browning an investigation re¬ 
port of the partnership business made on his behalf, for 
the purposes of his lawsuit, by Messrs. Hines and Wilker- 
son, and Mr. Browning had suggested that an independent 
audit be made. You will no doubt find in your file an ex- 
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change of correspondence between Mr. Browning and Mr. 
Griswold with reference to the matter eventuating in a let¬ 
ter from Mr. Griswold to Mr. Browning under date of 
July 3, 1946. Meanwhile, the Bureau of Internal Revenue 
sent several of its field men to audit the various companies 
for the periods in question and they have been working on 
that audit for some months. 

I have come to the opinion that the litigation between 
Bliss and Griswold cannot be disposed of until the renego¬ 
tiation proceeding has been concluded, because it would 
appear to be impossible to arrive at an accounting of the 
profits of Micromatic partnership until it has been deter¬ 
mined how much of those profits, if any, will be declared 
to be excessive by the renegotiation authorities. For that 
reason, I ’phoned Mr. Browning on November 14 and sug¬ 
gested that we have a conference to see whether we could 
not make some progress in the renegotiation matter. He 
advised me that the case had been assigned to your office, 
because the Chicago Ordnance Renegotiation Office was 
going to be closed by the end of this year and he was of 
the view that the renegotiation of the companies in which 
we are interested, could not be completed by that time. 

I suppose that you are equally interested with us, in ex¬ 
pediting this matter and bringing it to a conclusion. For 
that reason, I have described the status of the matter at 
some length, and I would like to inquire whether it would 
be useful at this time to arrange a conference with you in 
Washington in the near future to discuss the matter. 

I would appreciate the courtesy if you would let me hear 
from you. 

Yours very truly 

Leonard, Street and Deinard 
By 

BSD, mink 
cc: Mr. Baker 
Mr. Griswold 
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Exhibit KK 

91 November 22,1946 

Mr. Raymond Eberley 
Chairman, Price Adjustment Board 
Treasury Department 
5304 Procurement Building 
Washington 25, D. C. 

Dear Sir: 

Re: Micromatic Metal Products Company, copartner¬ 
ship 

Micromatie Metal Products Company, a Minnesota 
corporation 

Northwest Automatic Products Corporation 

Griswold Signal Company 

Screw Machine Products Company 

On rereading my letter to you of November 20, I find 
that through inadvertence the second sentence of my letter 
would make it appear that Mr. F. W. Griswold is the pro¬ 
prietor of the Screw Machine Products Company. Mr. 
Griswold is not the owner or proprietor of that concern. 
The second sentence of my letter should read: “Mr. F. W. 
Griswold was the managing partner of the first named con¬ 
cern, and is the proprietor of the other concerns with the 
exception of Screw Machine Products Company.” 

Yours very truly 

Leonard, Street and Deinard 
By 

BSD.mmk 
cc: Mr. Griswold 






Exhibit LL 


92 TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

Washington 25 

November 22, 1946 

Leonard, Street and Deinard 
1036 Andrus Building 
Minneapolis 2, Minn. 

Attention: Mr. Benedict S. Deinard 

Gentlemen: 

This will acknowledge your letter of November 20, 1946, 
concerning the following companies, all of which have been 
assigned to this Board for renegotiation with the exception 
of the Screw Machine Products Company, which has not 
as yet officially reached us. 

Micromatic Metal Products Company, a copartnership 
Micromatic Metal Products Company, a Minnesota cor¬ 
poration 

Northwest Automatic Products Corporation 

Griswold Signal Company 

Screw Machine Products Company 

While the cases have been assigned for completion of 
renegotiation work, detailed data will not be available for 
thirty or sixty days. Until this information has reached 
us a conference on the matter of renegotiation of the com¬ 
panies would serve no useful purpose. When the data has 
been received the matter of arranging a conference for the 
purpose of expediting renegotiation will be given the most 
careful consideration. 

Very truly yours, 

Raymond Eberly 
Raymond Eberly, Chairman 
Treasury Department Price Adjustment Board 
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93 January 2,1947 

Mr. Raymond Eberly 
Chairman, Price Adjustment Board 
Treasury Department 
5304 Procurement Building 
Washington 25, D. C. 

Dear Sir: 

Re: Micromatic Metal Products Company, copartner¬ 
ship 

Micromatic Metal Products Company, a Minnesota 
corporation 

In acknowledgment of your letter of November 22, 1946, 
with reference to the above companies, and in further ref¬ 
erence to the matters set out in my letter of November 20: 
I wish to advise that in the pending action maintained by 
Jerome J. Bliss against the above named firms we inter¬ 
posed, on behalf of the defendants, by leave of court, sup¬ 
plemental pleadings, in the nature of pleas in abatement, 
setting up the pendency of the renegotiation proceedings 
against the two firms; and on December 30, 1946, the Dis¬ 
trict Court, in that action, entered an order continuing the^ 
case upon the trial calendar until April 1, 1947, so that we 
might have an opportunity to bring the renegotiation pro¬ 
ceedings to a conclusion, before the case is to be tried. 

In your letter of November 22, you stated that when you 
have received the detailed data, the matter of arranging a 
conference to expedite renegotiation will be given most 
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careful consideration. We would appreciate your coopera¬ 
tion in expediting the matter. 

Very truly yours, 

Leonard, Street and Deinard 

By 

BSD, mink 

cc: Mr. Frank W. Griswold 
Griswold Signal Company 
1700 Linden Avenue 
Minneapolis, Minnesota 

Exhibit NN 

94 Treasury Department Bureau of 

Federal Supply 
Washington 25 

January 8, 1947 

Mr. Benedict S. Deinard 
Leonard, Street and Deinard 
1036 Andrus Building 
Minneapolis 2, Minnesota 

Dear Sir: 

Reference is made to your letter of January 2, 1947, 
requesting that the renegotiation proceedings of Micro- 
matic Metal Products Company, copartnership, and Miero- 
matic Metal Products Company, a Minnesota corporation, 
be expedited. 

The files pertinent to these cases are still in the posses¬ 
sion of the Federal Bureau of Investigation and, in con¬ 
sequence, have not yet been made available to me. In 
my opinion completion of the investigation by the Fed¬ 
eral Bureau of Investigation would be necessary prior 
to any renegotiation proceedings. While I can appreciate 
your desire to bring the matter to a close at an early date, 
all pertinent factual data should be available before a con- 
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ference could be arranged. I would be glad to advise you 
regarding a conference just as soon as it is possible 
to do so. 

Very truly yours, 

Raymond Eberly, Chairman 
Treasury Department Price 
Adjustment Board 


Exhibit OO 

95 January 10, 1947 

Raymond Eberly, Chairman 
Treasury Department 
Price Adjustment Board 
5304 Procurement Building 
Washington 25, D. C. 

Re: Micromatic Metal Products Company, 
copartnership, 

Micromatic Metal Products Company, 
a Minnesota corporation 

Dear Mr. Eberly: 

Receipt is acknowledged of your letter of January 8, 1947. 
I will await your further advice. 

Very truly yours, 

Leonard, Street and Deinard 
By 

BSD vh 

CC - Frank W. Griswold, (Not shown on original letter) 
Mr. Baker, 

1700 Linden Ave. 

Minneapolis, Minn. 
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Exhibit PP 

96 April 11, 1947 

Mr. Curtis R. Woodside 

Treasury Department 

Price Adjustment Board 

5304 Procurement Building, Room 5076 

Washington 25, D. C. 

Re: Micromatic Metal Products 
• Company, copartnership 
Micromatic Metal Products Company, 
a Minnesota corporation 

Dear Sir: 

On the occasion of my visit on March 18, you indicated 
that you might be in a position to write me by April 1 and 
give me some information as to the status of the rene¬ 
gotiation proceedings. 

The motion for continuance in the pending local liti¬ 
gation involving the above companies, which had been set 
for hearing on April 1, was referred to a Judge for hear¬ 
ing and will be reached within the next few days. I 
would very much appreciate it if I could get some word 
from you in time to be able to advise the court here as to 
the status of the renegotiation proceedings. 

Yours very truly, 

Leonard, Street and Deinard 

By 


BSD.mmk 
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Exhibit QQ 

97 Treasury Department Bureau of 

Federal Supply 
Washington 25 

. April 14, 1947 

Leonard, Street and Deinard 
1036 Andrus Building 
Minneapolis 2, Minnesota 

Attention: Mr. Benedict Deinard 

Gentlemen: 

Receipt of your letter of April 11th, addressed to Mr. 
Woodside, in regard to the present status of renegotiation 
proceedings with Micromatic Metal Products Company 
(Copartnership) and Micromatic Metal Products Company 
(Corporation) is hereby acknowledged. 

This case was recently reassigned from the Price Ad¬ 
justment Division of the Chicago Ordnance District to 
the Treasury Department Price Adjustment Board for 
the determination and application of appropriate action. 

Considerable time will be required in the study and 
analysis of the voluminous files of this case. At this time, 
it is impossible to state when the case will be completed; 
however, it is hoped that some conclusion will have been 
reached on or before June 1st, 1947. 

Very truly yours, 

Raymond Eberly, Chairman 
Treasury Department Price 
Adjustment Board 
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Exhibit RR 

98 April 21, 1947 

Registered - Air Mail 

Northwest Automatic Products Corp. 

170 Lyndale Avenue North 
Minneapolis, Minnesota 

Gentlemen: 

A final renegotiation conference with regard to rene¬ 
gotiation proceedings for your fiscal year ended December 
31, 1944, is set for Wednesday, April 30, 1947, at 10:00 
a.m., Room 5304 Procurement Division Building, 7th & D 
Streets, S.W., Washington 25, D. C. 

Confirmation of this date is requested- 

Very truly yours, 

Raymond Eberbly, Chairman 
Treasury Department 
Price Adjustment Board 

GAP/cm 


Exhibit SS 

99 April 25,1947 

File copy (1944) 

Northwest Automatic Products Corp. 

170 Lyndale Avenue North 
Minneapolis, Minnesota 

Gentlemen: 

There are enclosed a copy of Exhibit “C”, “C-l” and 
“D”. As these exhibits will be discussed at the meeting 
scheduled for Wednesday, April 30, 1947, it is requested 
that you bring them with. 

Very truly yours, 

For Raymond Eberly, Chairman 
Treasury Department Price 
Adjustment Board 

Enclosures 

GAP/cm 
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Exhibit TT 

100 LAW OFFICES 

LEONARD, STREET AND DEINARD 

1036 Andrus Building 
Minneapolis 2, Minn. 


April 25,1947 

Mr. Raymond Eberly 
Chairman, Price Adjustment Board 
Treasury Department 
5304 Procurement Building 
Washington 25, D. C. 

Dear Sir: 

This is to acknowledge receipt of your registered airmail 
letter of April 21, 1947 addressed to Northwest Automatic 
Products Corporation at 170 Lyndale Avenue, North, Min¬ 
neapolis, Minnesota, notifying that “final renegotiation 
conference’’ has been set for Wednesday, April 30, 1947, 
at your office, with respect to the Company’s fiscal year 
ended December 31,1944. 

The writer has had considerable correspondence with 
your office with respect to renegotiation of Micromatic 
Metal Products Company. That correspondence has, in¬ 
cidentally, touched upon the pending renegotiation of 
Northwest Automatic Products Corporation but for the fol¬ 
lowing fiscal year, ended December 30, 1945. So far as I 
know, your letter of April 21, 1947 is the first communica¬ 
tion from your office with respect to proposed renegotia¬ 
tion for the year 1944. 

On behalf of Northwest Automatic Products Corporation, 
I wish to call to your attention that you seem to be pro¬ 
ceeding under a misapprehension as to the pendency of 
renegotiation proceedings for the year 1944. As you know, 
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the Renegotiation Law (Subsection (c)(3)) provides that 
all liability of the contractor or subcontractor for exces¬ 
sive profits shall be discharged unless an agreement or 
order determining the amount of excessive profits be made 
within one year following commencement of renegotiation 
proceeding. On May 8, 1945, the Price Adjustment Divi¬ 
sion of the Chicago Ordnance District, which then had 
charge of the matter, gave the Company notice of con¬ 
ference to be held in Chicago, Illinois, on May 18, 1945, 
with respect to the fiscal year ended December 31, 1944; 
that conference, I understand, was held at the time and 
place set. Therefore, under the provisions of the Renegoti¬ 
ation Law, the time within which an order might be made 
expired on May 8, 1946. No order, of course, was entered 
within that time. The Company thereupon closed its books 
for the fiscal year 1944, in the belief that no renegotiation 
refund would be required for that year, and that the pro¬ 
ceedings were at an end. We believe that if you will re¬ 
view the file transmitted to you by the Chicago Ordnance 
District, you will agree that the matter has been 
101 closed. Under the circumstances, it would appear 
unnecessary to hold further conference, and my client 
would appreciate being relieved of traveling to Washington 
needlessly. 

We would appreciate telegraphic confirmation that the 
conference will be cancelled, so that my client and I may 
plan in time. If we do not receive notice of cancellation, 
we will, of course, feel constrained to attend and will be 
present at your office at the time set. In that case, how¬ 
ever, my client and I wish to make it plainly understood 
that the Company does not, by agreeing to appear at the 
conference, or by appearing, admit that any renegotiation 
proceedings are legally pending, affecting the fiscal year 
1944, nor waive its position that the time for making a 
renegotiation award for the fiscal year ended December 
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31, 1944, has long since expired, and that you have no 
jurisdiction at this time to proceed in the matter. 

Yours very truly, 

Leonard, Street and Deinard 
By Benedict Deinard 

BSD.mmk 

cc : Mr. Frank W. Griswold 
Griswold Signal Company 
1700 Linden Avenue 
Minneapolis, Minnesota 


Exhibit UTJ 

102 PRICE ADJUSTMENT BOARD ROOM 5306 

APRIL 28, 1947 

LEONARD, STREET & DEINARD 
1036 ANDRUS BUILDING 
MINNEAPOLIS, MINNESOTA 

LETTER MAY 1, 1946, STARTED RENEGOTIATION. CONFERENCE 
SCHEDULED APRIL 30 REMAINS EFFECTIVE 

RAYMOND EBERLY 
BUREAU OF FEDERAL SUPPLY 

????? ? ? Ext. 357 
C. R. WOODSIDE 
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Exhibit W 


429 MICROMATIC METAL PRODUCTS CO. 

MINNEAPOLIS, MINNESOTA 

**••*•• 

PRICE ADJUSTMENT DIVISION HEARING 


Attendance 

District Representatives: 

Mr. John W. Browning 
Mr. W. W. Sims 
Mr. M. Cahill 
Mr. M. A. Lubin 

Contractor’s Representatives: 
Mr. F. W. Griswold 
Mr. Kucknck 

Chicago Ordnance District 
4 April 1946 


430 Mr. Browning: We have looked this over and the 
only thing we have done so far is Micromatic. First 
we took the report that Peisch made up and then we made 
some checks on the business of Micromatic. Mr. Lubin 
and Cahill worked up that information. Now, we will sum¬ 
marize. Mort, what have we come up with so far in 
Micromatic? 

Mr. Cahill: The first basis which we used—we took your 
production schedules of Micromatic and itemized and com¬ 
pared them with analysis of sales which we compiled from 
Micromatic’s sales invoices and there is a difference be¬ 
tween the actual production going through Micromatic and 
the sales of some $464,000. Now, it is noticed that your 
billings from Micromatic to Northwest, to Griswold Signal, 
and Screw Machine Products continued through the 31st 
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of December. However, after that time there were no bill¬ 
ings at all from Micromatic to Griswold Signal, Northwest 
or Screw Machine. However, there were billings from 
Northwest for vrork done by Northwest Automatic for 
Micromatic and also billings for work performed by Gris¬ 
wold Signal and Screw Machine Products for Micromatic. 
My question in regard to the excess production on the sales 
here—why is it that there were no billings by Micromatic 
for work performed for Northwest, Griswold Signal and 
the other? 

* # * # # • * * * * • 

431 Mr. Cahill: Several of these items which we have 
indicated were performed at Micromatic. North¬ 
west collected the money if they are shipped to Northwest 
and there is no billing. 

*••#•••••• 

Mr. Cahill: How is it you had no billings at all for work 
performed by Micromatic after 31 December 1944? 

***#••#*•• 

Mr. Lubin: What happened after Northwest had its fire? 

#*•#••*••• 

432 Mr. Cahill: We noticed here, right after the fire 
and according to the reports and records of this office, 

in which the Twin Cities’ office was very much interested, 
the work which you people were putting out, because most 
of your items were critical. Quite a bit of production after 
the fire at Northwest vras turned over to Micromatic and 
Griswold Signal. 

**•*•*•••• 

Mr. Cahill: How do you account for the production or¬ 
ders showing all these items produced and no sales record? 

Mr. Griswold: I can’t account for that because I don’t 
think it is so. * * * 
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433 Mr. Cahill: Your shop order might show what ship¬ 
ments were shipped but your production record 

which is taken from the counters on your machines show 
production. 

Mr. Griswold: No, it doesn’t show production. It shows 
scrap and everything the man can do to get his production 
card up. Your billing is the only thing that shows your 
production and what you get paid for. These counters are 
not accurate by any means. 

* , • • * • • • • • • 

Mr. Cahill: Here is an item that shows up on the produc¬ 
tion records as Micromatic on the Adler firing pin which 
Micromatic, starting in February, March and April, pro¬ 
duced a million and two hundred thousand and some units. 

*••*•••••• 

434 Mr. Cahill: You notice here too your production 
record at Micromatic for March and April, after the 

fire, you take on a lot more production for new items. 

Mr. Griswold: March and April? 

Mr. Cahill: That’s right. Micromatic. You take on a lot 
more different items and more production in March and 
April. 

Mr. Griswold: That may be true. 

Mr. Cahill: And from the report we have here in the 
office for the production, quite a bit of the work was shipped 
over to Micromatic to meet this need because of the fire. 

• ••*•*•••• 

435 Mr. Cahill: You still have an over-production 
which is shown on the production records. 

Mr. Griswold: They were just made by the counter on 
the job. If it was 20% scrap or 50% scrap, whatever the 
scrap was, the counter could be way off compared to your 
actual shipments. 

436 Mr. Lubin: What do you do with the scrap? 

Mr. Griswold: We scrap it. 
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Mr. Lubin: Do you sell it for scrap metal? 

Mr. Griswold: That’s right. 

Mr. Lubin: Where are the scrap sales? 

Mr. Griswold: In the scrap items. For instance, if there 
is scrap at one plant it is given credit to that plant. The 
same thing if we do an item for the Telephone Company 
or Kimberly-Clark. We don’t take the scrap and dump it 
from one place to another. 

Mr. Lubin: What is the scrap from Micromatic and 
Northwest—was that combined or is that separate? 

Mr. Griswold: It was all taken to Northwest and sep¬ 
arated over there, to save oil. 

Mr. Cahill: You kept Micromatic separately from 
Northwest? 

Mr. Griswold: No, we did not. The whole works—we 
didn’t even have a place to store the stuff. It was all hauled 
out to Harry Brown’s, the scrap dealer, and we couldn’t 
even get orders to ship the scrap. They wouldn’t even ac¬ 
cept the scrap. He stored it there until we could get the 
orders from the people who were buying the scrap. 

Mr. Cahill: How did you make your records? 

Mr. Griswold: We didn’t do any more—we sent two truck 
loads or three truck loads. I think there was some nota¬ 
tion where the stuff was picked up. We never had or pre¬ 
tended to keep that exact, because the Signal Company fur¬ 
nished all trucks and they never paid for trucking expense. 

There was never a pretense of keeping exact records 
437 of scrap, any more than we kept an order for sev¬ 
eral millions from the Telephone Company. It would 
cost us more money to keep the scrap separated off the 
different machines than the scrap was worth. 

Mr. Browning: Did you record all the scrap sales to 
Northwest ? 

Mr. Griswold: Yes, arbitrarily between Northwest. We 
can show you slips on all that stuff. The same thing is 
true—you can’t take figures. You are going to get so much 
for so many pounds of scrap. You take a 16 foot bar—so 
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much scrap will come off it. You can’t keep exact records. 
You ought to remember we didn’t have three hundred 
people working in our office. 

Mr. Cahill: I didn’t follow you in regard to the scrap. 

Mr. Griswold: We just guessed at it or pro-rated it, or 
whatever was done. 

Mr. Cahill: About keeping it separate. 

Mr. Griswold: We made under chip conveyers. If we 
had a carload of Chase brass and put a magnet in the car 
and had so much steel in the brass, they rejected the car. 
Brown had to go to Cleveland and the men aren’t careful 
enough. They won’t pay for it and don’t want it. It is 
different things like that that happen to scrap, but when 
you can tell me that $400,000 was made and nobody got the 
money for it— 

Mr. Browning: We didn’t think of it in Micromatic’s 
sales. 

Mr. Griswold: Micromatic got more than they were en¬ 
titled to. They never paid trucking expense or shipping 
expense to amount to anything. Micromatic still owes some 
$32,000 they weren’t billed for. 

Mr. Cahill: I understand that. Let’s go on. Our next 
analysis is in regard to your inventory. Was that a physi¬ 
cal inventory? 

Mr. Kuckuck: I think it was physical. 

43S Mr. Cahill: You know if it is a physical inventory 
or not. 

Mr. Griswold: It is up to them to do it and make out a 
statement to me. 

Mr. Cahill: Are you in charge of the accounting? 

Mr. Griswold: Baker was. 

Mr. Cahill: In your own company? 

Mr. Griswold: No, Kuckuck. 

Mr. Lubin: If it was a physical inventory, would Baker 
take it? 

Mr. Griswold: Baker would. 

Mr. Kuckuck: Tom Maynor. That man is still with us. 


221 


I think in the inventory they took into consideration any 
material that was bought and turned over. I don’t think 
they took anything like that into consideration. 

Mr. Cahill: Who did you say took the inventory? 

Mr. Griswold: I dqn’t know who took it—until I check 
it up. 

Mr. Sims: You say some fellow you know about. 

Mr. Griswold: I think Tom Maynor. 

Mr. Cahill: "What we attempted to do here was to deter¬ 
mine by taking your purchase of your raw material and 
building it up—how much material is required for the pro¬ 
duction of the items you show here on the production record. 
By taking the per unit material required, building it up 
on a bill of material basis, we come out with an inventory 
which you should have had on hand as of April 30th of 
some $231,000. 

Mr. Griswold: If the inventory is there, it should still 
be there, because we haven’t sold it. 

Mr. Cahill: That is beside the point. 

Mr. Griswold: There isn’t any discrepancy as far as I’m 
concerned. I’m only concerned about the dollars and cents. 
If we never got a dime for it and it was never sold, or 
anything, it should still be there. 

• ••*•«•••• 

441 Mr. Griswold: You haven’t got into it thoroughly 
to find out. * * * 

Mr. Griswold: It is right, if you go into it right. If you 
get your record right. There is nothing in it for me one 
way or another. 

442 Mr. Browning: We don’t have a staff to go up and 
make a complete audit to get the full story. 

Mr. Griswold: I tried to help you out. I am all through 
as far as I can see. You audit it any way you want it— 
whatever it is I’ll be satisfied. I’ll put my men in there 
with you, but I claim there isn’t any way, because you have 
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been prejudiced and Cahill has been listening to Bliss so 
much he is fed up on that stuff. 

Mr. Sims: Suppose we have an independent accountant— 
either yours or ours. 

Mr. Griswold: You can have anybody you want. 


443 Mr. Browning: Would you have an audit made— 
and it seems to me to take in all your companies. 

Mr. Griswold: You already have all of them. 

Mr. Browning: That is simply on the basis of the balance 
sheet we want an audit to find the production, sales and 
inventory. 

Mr. Griswold: Sure. 

Mr. Browning: Fine. Do you have any suggestions on 
some auditing firm to do it? 

Mr. Griswold: You can have anybody you want. All I 
want is you to be fair. 

Mr. Browning: We are. 

444 Mr. Griswold: Let our men explain any entries 
that are in the books. That’s all I ask. I haven’t 

found two auditors yet who agree on how things should be 
put in the books. I don’t understand books, but I do know 
that nobody has got a dollar out of it except when I sign 
a check. I’d like to see you go into business and do that. 
It’s a joke. 

Mr. Browning: Mr. Bliss has some auditors—I don’t 
know who they are. We don’t have any auditing staff here 
to do this. We have just got this thing, and we want it 
explained. You can probably explain the whole thing to 
everybody satisfactorily. Would you mind contacting Chi¬ 
cago firms who would have branch offices up there? What¬ 
ever they come up with we will accept without question. 

Mr. Griswold: You mean for us to employ a Chicago 
firm? 

Mr. Browning: Somebody who would be completely satis¬ 
factory. 
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Mr. Griswold: There is one thing I want to go on record 
right now. So far we have furnished everything you asked 
for. We cooperated every way. Before I give you any 
more information of any kind, I want a letter from you stat¬ 
ing that it will not be turned over to Bliss and will be held 
confidential, because Bliss has been getting information out 
of this office. I talked to my attorney and he said, “No 
more of that stuff”. I furnished everything in good faith 
and I’d like to have a letter saying it is kept in confidence 
and will not be turned over to Bliss’ attorneys. 

Mr. Browning: We’d be willing to do that. We have no 
desire to get in the difficulties between you and Bliss. 

445 Mr. Browning: We will be perfectly willing to give 

you the letter. That is our policy. Insofar as North¬ 
west is concerned or any of your own companies, there is 
no question. In Micromatic there is 50% interest. 

Mr. Griswold: There was. 

Mr. Browning: For the period we are talking about—up 
to April 30th. Therefore, at arriving at a settlement in 
this matter of renegotiation, obviously we will have to sub¬ 
mit to Bliss what we come up with. 

Mr. Griswold: I want an agreement from Bliss that he 
will pay for part of the cost. 

Mr. Browning: I think the cost should be charged against 
Micromatic. It is Micromatic we are talking about. 

*•**•**••* 

Mr. Browning: That’s right. These services that were 
performed by Northwest or whoever it was— 

Mr. Griswold: That will all come out in the case. All 
the companies put together didn’t make $400,000. 

Mr. Browning: We are not saying that they did. We 
are trying to find an explanation to tie into this. 

Mr. Griswold: I can’t give it to you, but I have men who 
have the records that can. 
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446 Mr. Browning: We would like to get started on an 
audit. Obviously they would work with your men to 

get any explanation of any entries. 

* * • * * • * m • « • 

Mr. Browning: I don’t know the auditing firms in Min¬ 
neapolis. We want you to be satisfied. It will by your 
auditors. 

Mr. Griswold: You pick out some one and I’ll talk to m£ 
attorneys. 

Mr. Browning: We have large firms—Price Waterhouse, 
Ernst & Ernst. Some of them have branch offices in Min¬ 
neapolis. 

• • * • • • • • * • 

447 Mr. Browning: On the audit, what period do you 
think we should go into to get it straightened out ? 

Mr. Griswold: Make it up to the last day. 

Mr. Browning: We will have to have the ’45 year to deal 
with. We might as well make the whole thing up. 

Mr. Griswold: We don’t care. It doesn’t make any 
difference. 

Mr. Lubin: How far back? 

Mr. Griswold: The beginning of the company, wouldn’t 
you? 

Mr. Lubin: Northwest and Griswold Signal? 

Mr. Griswold: The only thing you can do is the begin¬ 
ning of Micromatic. Certainly, you are not going to tell 
me that Northwest did business for the Micromatic com¬ 
pany before they were into the partnership. 

Mr. Browning: No. Northwest is on a calendar year and 
Micromatic began in the middle of ’44. 
i Mr. Griswold: It was October or September. 

Mr. Browning: Hovr about Northwest for ’44? We have 
to dispose of Northwest as a cancellation. 

Mr. Lubin: Are you talking about ’44? 

Mr. Griswold: I told you what is right at the time. I’m 
not so old that I can’t still remember. 
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Mr. Sims: It was ’43 tliat Northwest was cancelled. 

448 Mr. Griswold: Then our auditors tried to tell me 
we did some $200,000 of war business. That was a 

joke. 

Mr. Browning: Now, is this agreeable, since Micromatic 
came into existence—to have the audit on the complete ’44 
year on Northwest and then the audit on Micromatic for 
the period of its inception up to April 30th, and then on 
Micromatic for the period after April 30th up to the close 
of the year or do you have any war business after the cut¬ 
off—V-J Day? In Micromatic. 

Mr. Griswold: There are two contracts that aren’t com¬ 
pletely finished. We had a contract of two hundred some 
thousand dollars cut to ten or twelve, but Micromatic has 
no payroll; that work is being done by Northwest. 

Mr. Sims: The minimum we have to start with—1 Jan¬ 
uary 1944 and then so far as 1943, we have to have a clari¬ 
fication as to whether Northwest or affiliates were subject 
to renegotiation for 1943. It may be, if the auditors will 
tell us there was not $500,000 of renegotiable business in 
five companies, that is as far as we need to go on the audit. 
Mr. Browning: Yes. 

Mr. Griswold: I am not going to make an audit of 1943 
unless you say it is necessary. As are closed out on it. 

Mr. Browning: We are not concerned with 1943, but in 
1943 we took only Northwest, not Griswold Signal. 

Mr. Griswold: Griswold doesn’t have a dollar’s worth of 
war business. 

Mr. Sims: The auditors tell us that too. 

Mr. Griswold: They did tell you that. 

Mr. Sims: We can get that clarified. 

Mr. Griswold: If you don’t want to be fair—if you can’t 
take Peisch’s word for it—I think you should take the 

449 whole audit We have given you copies of invoices, 
Peisch’s letter on that. If you still don’t believe it 

there is no use to make any more of it. 

Mr. Browning: Let’s drop it on 1943 for the time being. 
We can satisfy ourselves on that. 
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Mr. Griswold: We can give you checks and stubs, and 
you can go to Sears, Roebuck, and I’ll pay them for giving 
information to you for this. We can show every sale. We 
can’t convince you if you don’t believe that. 

Mr. Browning: We will start the audit for January 1944, 
take the companies for the 1944 year and then Micromatic 
for the 1944 year and also 1945. That will be a consider¬ 
able auditing job. 

Mr. Griswold: We will pay for it. 
*•#*##*••• 

Mr. Griswold: I would like to have a letter to enable us 
to deduct that from our income tax. I haven’t drawn a dime 
from Micromatic. I don’t vrant to put it in my personal 
fund. I’m not going to furnish the money for it. It cost 
me enough as it is. I ’ll have my attorneys take it up. 

Mr. Browning: I don’t see why it wouldn’t be. 
*•*••••••• 

Mr. Griswold: To me it looks really foolish to do any¬ 
thing about it. * * * 

1 Mr. Browning: You are talking about 1943. We are not 
concerned with that now. On the 1944, will you see your 
attorney tomorrow on it. I don’t want to push it. You 
are cooperative and prompt on these things. 

Mr. Griswold: Yes. 

450 Mr. Browning: And then if you can give me a ring 
after you have talked to them about the audit and 
auditors you would like to have— 

Mr. Griswold: I’ll make a note on what they have. 

*•####*••• 

Mr. Browning: We will limit the audit to Northwest, 
Micromatic and Griswald Signal—also Screw Machine 
Products. 

Mr. Grisvrold: That sounds sensible, but the rest sounds 
like we were not intelligent people sitting in the room here. 
We ought to go back to kindergarten, if that is the deal. 
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It is like asking to take my shoes off to see if I have chips 
in there. 

Mr. Browning: I have no doubt the audit will be the 
quickest and simplest way for all of us. We don’t want to 
dig into details. 

Mr. Griswold: Anything that was billed, we got paid for 
and the money went into the bank. Nobody got it out until 
I signed the check. That’s all I’ve ever known. If we have 
somebody up there that can get away with $400,000 of ma¬ 
terial I would like to know about it. 

451 Mr. Cahill: That is what the information shows 
now. All -we ask is for an explanation. 

Mr. Griswold: You remember, Bliss has all the records 
home with him. 

*•#•***••• 

Mr. Griswold: Do you mean to tell me that according to 
our production records and our invoices they agree—yet 
they are $400,000 off ? 

Mr. Cahill: No, your production records are in excess of 
your sales. 

Mr. Griswold: I can understand that. 

Mr. Cahill: By some $400,000. 

Mr. Griswold: All I’m interested in is what our invoices 
show. You can take a man that will run 500,000 pieces of 
scrap and hide it to get rid of it. You run into all kinds 
of fellows like that. 

Mr. Sims: We are in agreement that we will have an 
outside firm of auditors to do this work and turn over these 
problems, if we have to. 

Mr. Browning: That’s right. 

Mr. Griswold: Let me make this suggestion. Why not 
let your man Cahill—or whoever—or Lubin show them what 
to look for so they can find it. 

Mr. Browning: That is a good suggestion. We will turn 
over everything we have on the questions we want an¬ 
swered—we will turn everything over to them. 
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Mr. Griswold: They can spend some time on finding this 
and the rest of it. 

452 Mr. Sims: There is one other thing too. I don’t 
know how long it is going to take. I think -we should 

arrange for an extension of time on this according to how 
long this is going to take. 

Mr. Browning: When is our first meeting on Micro- 
matic—do you know? 

Mr. Lubin: I was thinking particularly of Northwest. 
Mr. Browning: 1944? 

Mr. Gris-wold: I don’t need to be in the picture at all. 
Let my lawyer put in a bill too. 

Mr. Cahill: 4 May 1945—the Standard Form -was filed 
on Northwest. 

Mr. Sims: On Northwest and Micromatic, those are the 
only ones that are really started—up to the end of this 
year. 

Mr. Browning: To the end of the year. You see, we 
have to complete renegotiation for this year. 

Mr. Griswold: Our attorney is handling the biggest case 
you have, -where they refund some $7,000,000. He is handl¬ 
ing our’s too. 

Mr. Browning: What we would like is an extension of 
time. 

Mr. Griswold: He is back from Europe and I think I’ll 
turn over the factors to him and tell him to handle it. I 
don’t want to bother about it. Let him do anything you 
want and handle the works with it. I have done all my 
work for nothing so far. 

Mr. Sims: These forms for the extension calls for the 
resolution on Micromatic. I suppose they would have to 
be signed by Bliss. 

Mr. Browning: They should be signed by both partners. 

453 Mr. Sims: I don’t know how you are going to get 
together on the signature. It could be handled 

through your attorney. 
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Mr. Griswold: If you want a signature from Bliss you 
will have to ask for it. 

Mr. Browning: You sign the extension and we will get 
Bliss on it. 

Mr. Griswold. Then you give me the letter. 

Mr. Browning: We will say that no information fur¬ 
nished by the auditor will be furnished to Bliss or any¬ 
body else with the exception of the figures shown on 
Micromatic. That will have to be discussed with Bliss. 

Mr. Sims: What about the firm to do the work? 

Mr. Browning: Mr. Griswold will talk to his attorney 
and then he will give me a ring after he talked to him and 
let us know, and make arrangements with the auditor. We 
would like to talk to them. 
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457 MICROMATIC METAL PRODUCTS CO. 

Minneapolis, Minnesota 

Price Adjustment Division Hearing 
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Major W. W. Sims 
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Lieutenant M. A. Lubin 
Captain D. B. Shaw 
Lieutenant M. Cahill 
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Mr. Griswold 
Mr. Baker 






CHICAGO ORDNANCE DISTRICT 

3 January 1946 

458 Mr. Griswold: I think yon should have a copy of 
that agreement. Do you have that here? 

Mr. Browning: I don’t know. 

Mr. Browning: Could you give us, just briefly, the com¬ 
panies that you are interested in? 

Mr. Griswold: The Griswold Signal Company is the 
first company. 

• *••*•*••• 

459 Mr. Griswold: Another company is Lubricator 
Corporation. I don’t know who owns that—do you 

Baker? 

460 Mr. Browning: What are the others? 

Mr. Griswold: Specialty Sales Service. 


461 Mr. Baker: Shall we go down to Northwest? 

Mr. Griswold: That is jointly. 

• *•#*****• 

Mr. Griswold: K. P. Sales is the next. 

462 Lt. Lubin: The fire was in 1945. They didn’t do 
anything in 1944. 


463 Mr. Browning: What is the next? 

Mr. Baker: Screw Machine Products, owned by 
Mrs. Griswold and two daughters, Lois and Geraldine, and 
of course there is Micromatic. 
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Mr. Browning: We have something on Northwest, the 
structure, but that is the complete list? 

Mr. Griswold: That’s right. Then Micromatic. * • * 

464 Mr. Browning: Bliss said he had nothing to do 
with any except Micromatic. He didn’t know about 
these companies. 

• **•*•#••• 

Mr. Browning: Now, tell us a little about the history of 
Micromatic, how you happened to organize it. 

Mr. Griswold: I’ll be glad to give you a history of that. 

466 * * * Mr. Bliss came in * * # . He wanted to form 
a partnership * * * 

467 We formed the partnership and I wish I had 
brought a copy along. * * * From that time on he 

468 kept getting wilder all the time until his wife called 
me and told me her troubles. * • • So, I told him 

I was going to keep the partnership not beyond the time 
of six months, but I let it run for eight because I didn’t 
get time to stop it. * * • We had the books audited and we 

agreed on $45,000. * • * He refused to sign on that basis. 

• • • 

**#••# • * * 

469 * * * I took him down to my attorney, • * * . 

# • * he started a suit by Mr. O’Sanna and it wasn’t 
long after that that he tried to settle it by threats. I told 
him I didn’t care about settling it and let the courts settle 

it. * • • 


Major Sims: How much inter-company business 
was it? 


472 





] 
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Mr. Griswold: Mr. Baker can give you that information. 
As I recall, it was $184,000—even before the fire. 

Mr. Baker: I don’t have any work papers here. As I re¬ 
call, the first three months Micromatic did nothing but 
Northwest work. 

Mr. Griswold: Up to January 1, Northwest paid Micro¬ 
matic $184,000. 

Lt. Lubin: Up to January 1, Micromatic was paid $132,- 
000 and machines for Northwest amounted to $183,000. 

Mr. Griswold: Bliss didn’t have any idea of it. 

Lt. Lubin: By that audit, you will find they were sub¬ 
contracting for it. Northwest was billing that work for 
Micromatic. 

Capt. Shaw: When they worked for each other, they 
billed just for the direct labor, is that right? 

Mr. Baker: Micromatic furnished their own materials 
or Northwest furnished their own materials, back and 
forth, and if I recall it was just for direct labor. 

Mr. Griswold: That’s right. 

Capt. Shaw: That was the actual direct labor costs? 

Mr. Griswold: It was about 10%. It wasn’t fair. He got 
the break of it. Especially after the fire. 

Capt. Shaw: Micromatic billed Northwest on the same 
basis? 

Mr. Griswold: That’s right, on every job record. We 
have records on every job that was done and all that in¬ 
formation, but Micromatic, to start with, didn’t even have 
a payroll check. Still, they had men get the building ready. 

Northwest did it because it helped Northwest to the 
473 extent of getting parts out they had contracted for. 

But they more than paid for everything they did. 
That is why, as I say, before this thing is settled Bliss may 
find instead of having $45,000 coming, he hasn’t for ex¬ 
ample, when he got the statement on this, there was over 
$25,000 worth of brass we figured they still owe. That is 
on one of the terminations—and things like that. WTien it 
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is all washed up, we will have a complete audit of all of it. 
I paid my end of the tax, so it doesn’t make any difference. 
There isn’t anything we are glad to give you any informa¬ 
tion on. You are welcome to have all of it. It isn’t a case, 
I will say this that penny-ante items were not kept track 
of. In other words, we had seven trucks and now I come 
and find after going into that thing that all Micromatic 
was charged was $200 a month for trucking and every¬ 
thing had to be trucked. That is all they paid for all the 
trucking. That won’t pay one truck-driver’s salary. Then 
I find out that some of the scrap was given credit to North¬ 
west, where it should have gone to Micromatic and vice- 
versa. The scrap fellows that pick it up—you couldn’t 
get them to keep it separate. It is all in the same name. I 
felt that the Federal Government or anybody else won’t 
care about it because they would take them all in the same 
tax bracket. 

Capt. 'Shaw: Do you think every cent that Northwest 
spent for Micromatic is substantiated? 

Mr. Griswold: I think we will show that Micromatic 
owes Northwest money. We found $138,000 worth of 
474 payroll there that they got plus 10%. Now you can’t 
put 10% on the payroll and come out of it. * • * 

• ••••••••* 

Mr. Griswold: * * • 

So far as the settlement for $45,000—that didn’t take into 
consideration some of the work that was terminated. Now, 
that comes out in the wash because all the jobs were termi¬ 
nated and that will show up. For instance, in an agreement 
that was made—and I can show you if you have a copy of 
the complaint—he says there that is for everything. That 
includes terminations that come in the next calendar year 
or whenever it was terminated. In other words, that 
money was not proposed to be, and never has been at any 
particular time, up to the penny as far as terminations, 
etc. That was the amount agreed on by Bliss at that time. 

• ••••••••• 
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475 * * * Now, Micromatie has about $175,000 or $200,- 

000 coming in termination. That will come in in the next 
audit. * * * 

#••*•••*•* 

479 Major Sims: What are the profits for the next 
period? 

Mr. Griswold: We won’t know that. There is still some 
$25,000 out in material. The Minneapolis Office had a hard 
time to get the bill in. * * * 

4S0 Mr. Browning: Micromatie is a new corporation? 
Mr. Griswold: Yes. 

Mr. Browning: You own all of the stock? 

Mr. Griswold: That’s right. 

Mr. Browning: WTiat happened to the assets of the 
partnership? 

Mr. Griswold: You have an audit there. 

Mr. Baker: Here is what happened on that. 

481 Mr. Baker: The partnership agreement runs to 
April 30. At April 30 the assets and liabilities as 

brought forth by the audit were evened out for the two 
partners, so that Mr. Griswold bought out his interest on 
the basis of the audit. 

• ••*•••••* 

482 Major Sims: What are the approximate sales and 
profits of the corporation. Assuming it is cut off 

April 30 of this year, how much is involved from then? 
Mr. Griswold: Since then? 

Major Sims: Yes. 

Mr. Griswold: It will depend on terminations. I don’t 
think it will be a variation of $10,000. # * * 

• •••••••• 


* 
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489 Major Sims: Let’s sum up what we should have. 
It seems to me we should have first the audit re¬ 
ports for the two years—that will give us a starting point, 
and if you will have those here now, we would like them. 
If not, those that are missing, we would like to have sent 
down. 

Mr. Baker: We can prepare those in the office for you. 
These I have are for my own files. Mr. Griswold has his, 
but they are not complete. 

Major Sims: Audit reports for 1943 and 1944. 

Mr. Baker: How many copies. 

Major Sims: Make us two sets for 1943 and 1944. 

Mr. Baker: You want that on Signal and Northwest. 
How about Micromatic? 

Mr. Browning: I think we have had audit reports on 
that. 

Lt. Lubin: No. 

Mr. Browning: Then we would like it. 

Mr. Baker: That may be in or it may be out. 

Major Sims: We realize that. We will take it up to 
April 30th. 

• ••#•••••* 

490 Mr. Baker: This was made up on affiliations of 
the companies. What more would you want? That 

shows the distribution of the ownership—the capacity of 
the owners. 

Mr. Browning: This is sufficient. You have the nature of 
operations and the amount of business in profit. I think 
that would cover it. From our discussion, I assume the 
only ones concerned are Northwest, Griswold and Micro- 
matic. 

Lt. Lubin: Perhaps something on Screw Machine Prod¬ 
ucts. 

Mr. Boss: Yes, on Screw Machine. The partnership was 
rather large. 
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491 Lt. Lubin: You said there is currently an audit 
on all these companies? 

Mr. Griswold: There is. 

Lt. Lubin: They have to get the first of the year state¬ 
ments out now. 

Mr. Baker: All except Micromatic are closing now. 

Mr. Baker: We will give you a schedule of the opera¬ 
tions of all the companies, the parts they manufacture. 
How about the organization history—anything like that? 

Mr. Browning: I don’t think it is material on these 
companies here. Micromatic you might, but we have a fair 
history on that anyway. 

*•*#••••*# 

492 Mr. Baker: For 1944. And for 1945, of course, 
there is no report on that as yet. • * * 

494 Mr. Baker: We will get out the audit report on 
Griswold, Northwest and Micromatic Metal to April 

30th. The audit report on Griswold and Northwest will 
be for 1943 and 1944. 

Lt. Lubin: We have the audit report on Northwest. 

Mr. Baker: You have enough copies of them. 

Lt. Lubin: And we also have on Griswold and Signal 
for 1944. So, we won’t need repetition of that. 

Mr. Baker: You won’t need either Griswold or North¬ 
west for either of the years. 

Lt. Lubin: We will need Griswold for 1943. 

Major Sims: Is this expense of Bliss bonafide ex¬ 
pense? 

495 Mr. Griswold: Naturally, I don’t think so. We 
are going to sue him. We are going to ask him to 

justify it, but I don’t believe he can because we have rec¬ 
ords that he was right in town all day and never saw any- 
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body in the expense accounts. About half of it was on 
Micromatic and half on Northwest. 

Major Sims: Expense accounts were issued? 

Mr. Griswold: Yes, we have expense accounts he turned 
in. 

Major Sims: It would amount to about $10,000? 

Mr. Griswold: I think so, yes. So when he gets all 
through, he won’t have anything coming. 

Capt. Shaw: You know Micromatic was a separate com¬ 
pany in here. Will there be any questions brought up as 
to whether Northwest holds anything of Micromatic’s or 
Micromatic holds any of Northwest’s? 

Mr. Griswold: You have to consolidate them anyway. 

Major Sims: It has a different fiscal period. 

Mr. Browning: We can’t consolidate Micromatic because 
it is a different fiscal period. 

Capt. Shaw: Mr. Griswold said there were a lot of serv¬ 
ices performed by Northwest for Micromatic for which no 
charge was made. Now, on the other hand I have heard 
the statement made that there were a lot of services that 
were performed by Micromatic for Northwest which they 
hadn’t been adequately compensated for. 

Mr. Browning: We’d like to file the audit for that. 

Mr. Griswold: We will get that when we get the com¬ 
pleted audit for all the companies. 

496 Major Sims: That is the new audit? 

Mr. Griswold: We are going to spend $25,000 on 
just auditing. 

Major Sims: When will it be completed? 

Mr. Griswold: May 1. To show you the truth in it, 
Northwest won’t have to pay any taxes next year. So, all 
the unfairness was done to Northwest. Northwest was the 
one that got the licking. 

Major Sims: Is Mr. Baker’s firm doing the auditing? 

Mr. Griswold: Yes. 

Major Sims: I don’t know if we shouldn’t wait until we 
get the audit if there is going to be an amended tax return 
filed. 
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Mr. Griswold: I haven’t paid any taxes on this state¬ 
ment here. And, I am hoping by the time we get the audit 
made we will get a refund, because I don’t think they are 
fair. 

Major Sims: If we are going to file amended tax returns 
and make adjustments to 1944 figures, there is a question 
as to whether we shouldn’t get an extension on renegotia¬ 
tion and wait until those filings are made. 

Lt. Cahill: I understand part of Bliss’ contention is 
that Micromatic should have more come down from North¬ 
west and that no doubt is to be decided by the Courts. 

Mr. Griswold: That will be decided by audit, because 
Northwest will not make any money this last year. 

Mr. Baker: The Court will decide whether the partner¬ 
ship continued. 

Mr. Griswold: Whether Northwest undercharged or 
overcharged—the only -way we can determine is by an 
audit. As far as the actual outcome is concerned, North¬ 
west will run without any profit. ; So, if they gyp anybody 
else they should have some money. 

• ••*•••••# 

497 Major Sims: Is Bliss going to agree? 

Mr. Griswold: He don’t have to agree. The Court 
will be the one that will have to disprove the audit. In 
other words, he has the privilege to have any auditors he 
wants to, to make his audit and if his attorneys intend to 
fight the case, naturally they should have an audit. My 
personal opinion is that they will never fight it because 
they want to get all the money they can without any work. 

• ••*•••*•* 

498 Lt. Cahill: Are your books so set up that a segre¬ 
gation can be made to determine what charges were 

to Northwest and what charges were to Micromatic? 

Mr. Griswold: According to the number of parts—not 
so much as actual time put in from one place to another. 
So far as our books are concerned, we have just as good 
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books as anybody else has; but we haven’t costs on every 
item that went into the shop. We made a die in the tool 
room and it was made. We didn’t keep the exact hours 
each man worked on it. As far as cost records, we never 
have kept them. That is why I have been so successful as 
I have. It was 100% ownership and I knew what was 
going on all the time. 

Mr. Browning: Well, these figures are sufficiently ac¬ 
curate so that you are willing to rely on the statement of 
renegotiation. 

Mr. Griswold: So far as I am concerned, we are willing 
to settle for expenses. If it comes out even, we are satis¬ 
fied. We don’t care anything about it at all. 

Major Sims: When you get through wdth your audit, 
which you are making now, you will be able to give us a 
certificate with that qualification in it? 

Mr. Baker: That is right. 

Major Sims: That is going back over the whole period— 
1944. 

Mr. Baker: You will see the qualification in our audit. 
I can’t go back to the Receivables in those years, nor can 
I go back and check their inventories now, but our audit 
now coming out will be available after March 15th and will 
be submitted on the basis of no qualifications whatever. 

Mr. Browning: That is for the period after April 30th? 

• • • ♦ • • • • • # 

499 Major Sims: What are you going to do about 
these inter-company charges for labor and trucking? 
Are you going to adjust those charges? 

Mr. Griswold: We have time cards on everybody that 
worked and we know from our records what jobs they 
worked on. We can go back and reconstruct it from there. 


I 


! 


240 


» 


505 
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MICROMATIC METAL PRODUCTS CO. 
Minneapolis, Minnesota 




Attendance 

Mr. John W. Browning, Chief, Price Adjustment Div. 
Major W. W. Sims, Ass’t. Chief, Price Adjustment Div. 
Mr. W. L. Ross, Price Adjust. Div. Renegotiator 
Lieutenant M. A. Lubin, Price Adjust. Div. Analyst 

Mr. J. J. Bliss—Micromatic Metals Products Co. 

Mr. D. M. Ewing—Attorney for Mr. J. J. Bliss 

12 December 1945 
Chicago Ordnance District 

506 Mr. Ewing: Do you want me to go back into the 
history about the organization of Micromatic? 

Lt. Lubin: Yes, start with the organization of Micro¬ 
matic. 


509 Mr. Browning: When did you cease working for 
Northwest Automatic? 

Mr. Bliss: It would be pretty hard to set a definite break¬ 
ing off point. I didn’t really stop working for North¬ 
west—I still retained my function with them in supplying 
contracts and doing technical and engineering work for 
that company even though Micromatic had started. I re¬ 
mained on the payroll up until about the first of 

1945 and then I was taken off the payroll of North¬ 
west and put on the payroll of Micromatic Metal Products 
Company. # * * 

• **#*••••• 



514 Mr. Ewing: * * * However the action was filed 
around the first of November. * # * 


519 • * * We don’t know when that partnership was 

dissolved. As far as we are concerned it was dissolved as 
of April 30th. # * • 


520 Major Sims: If there has been an understatement 
of Micromatic it probably would be picked up on 

other companies’ books. How does this understatement 
occur? 

Mr. Ewing: We can only guess at that at the present 
time. We can take this as pretty authentic information. 
Mr. Larkins, who was keeping the books or was in charge 
of them, knows what has happened at that time and he ad¬ 
vises us that what Griswold did was to eliminate charges 
which were rightfully made by Micromatic to other com¬ 
panies for parts and services furnished by Micro Tube, 
Griswold Signal and other companies and just eliminated 
them entirely; he also said they never kept a running in¬ 
ventory. The figure of $30,000 was much more like $150,000. 
They never credited Micromatic with scrap which should 
have been about $100,000. What Griswold has done when 
those charges were made was not to enter them in 
Accounts Receivable the charges which he made to Micro¬ 
matic for work that Northwest Automatic did for Micro¬ 
matic. Where the money went is a question and if he had 
put money into other companies, you know fanned it 
through these other companies in some method, and also 
there is a matter of some cash deals. 

521 Major Sims: Was Micromatic working as a sub¬ 
contractor for other companies? 

Mr. Ewing: Yes, and they were also subcontractors of 
Micromatic. There were all inter-company transactions 
which were padded from these companies over to Micro¬ 
matic. We are informed that on tooling expense and other 
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expense which Northwest and Griswold had charged Micro- 
matic for w’hich Micromatic actually did for them. What 
w T as done in billing was all they’d do w*as sit down and 
say “WTiat will we bill them today? Shall it be $10,000 or 
$15,000 boys? Then they’d bill them. If these facts are 
true they can be proven. We have photofilm copies of the 
production records and if they destroy the books we still 
wfill have sqme records. 

• ••#•**••* 

Major Sims: After the partnership stopped you were 
still working for one company? 

Mr. Bliss: Up to October 15th I was still working for 
both—what has happened here has been that I have done 
inter-company transaction work for Northwest and Micro¬ 
matic but I didn’t bill Northwest. WTiat was done for 
Micromatic was billed to Northwest for work not actually 
done at all. There is proof of this. We have the production 
records of Micromatic and shipping records. We have the 
production records of Northwest and the shipping records. 
Now then, the production records of Micromatic show ex¬ 
actly what was produced. The daily production by machine 
w^as shown, giving the operators names. Now a comparison 
of the production and shipping records show Micromatic 
did not ship w’hat it produced. The shipping records of 
Northwest shipped what they didn’t produce but on Micro- 
matic’s books no orders for parts wTiich they produced 
and didn’t ship. Northwest had a fire in February of this 
year and Micromatic took over all of the production that 
Northwest couldn’t produce because of the fire so 
522 that was a terrific volume that was thrown to Micro¬ 
matic for a period until Northwest was able to 
recoup. 

• ••#•••••* 

Mr. Ewing: I’ll tell you something about Larkins. Lar¬ 
kins is a liquor addict and he was drunk quite a bit of the 
time and apparently Griswold discharged him because he 
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was drunk although he had him four years until the last 
few months. * * * 

• ••*•*•••• 

529 Major Sims: Where does that leave us as far as 
what we can do? 

Mr. Browning: We definitely don’t want to complete the 
case until we have substantiation of the audit. 

Mr. Ross: This angle of the company’s affairs has held 
this case in my files uncompleted for eight months. I have 
dealt entirely with Mr. Griswold and Mr. Bliss formerly. 
But all the representations have been Griswold’s repre¬ 
sentations throughout these last few months of it and I 
have asked him for an outline in writing in relation to all 
of these companies. 

Mr. Browning: What has he given us on Micromatic? 

Mr. Ross: As a result of the letter coming, which was 
still more confusing, Milt and I talked it over and finally 
went up about two weeks ago and that was the meeting 
which we held with Griswold. 

530 Lt. Lubin: The information now seems to be 
wholly inadequate. 

Mr. Ross: Yes, wholly inadequate. 

Mr. Browming: We didn’t know anything about these 
other companies that Mr. Bliss mentioned here did we? 
And they were all operating companies? 

Lt. Lubin: Yes, -we have a letter signed by Mr. Griswold 
reporting some of these manipulations. 

Mr. Browning: You are sure about Mr. Griswold buy¬ 
ing this machinery as scrap? 

Mr. Bliss: These machines were acquired from the in¬ 
surance company. Then he had Micromatic employees and 
some Northwest employees recondition these machines and 
charged them off into expense and sent some machines to 
the factory for rebuilding. Three of those machines re¬ 
turned were charged off to expense and he is going to have 
virtually new machines and there will be nothing on the 
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books showing any capital investment—it’s all charged to 
expense. 

Mr. Ewing: This is not from your own knowledge?' 

Mr. Bliss: I -was told by Griswold himself. 

Mr. Browming: In buying scrap he has a certain lia¬ 
bility on that. 

Mr. Ewing: One of the difficulties w^e are going to be 
faced with which maybe the Government will not be faced 
with is to get the records in one place to get comparisons 
of one company to another—that is what is going to show 
it up. 

Mr. Browning: We are not prepared to make a detailed 
examination to that extent. We have to rely on informa¬ 
tion furnished us by the contractor. What puzzles me is, 
as you say, these are reliable accountants who prepared 
this report but whether or not any irregularity is a matter 
of simply shifting sales and profits between companies— 
as far as we are concerned it can be picked up in 
531 Micromatic or Northwest. 

Lt. Lubin: To a certain extent your normal rou¬ 
tine audit -won’t catch a great many of those things, there 
were probably sales made and never recorded. 

Mr. -Browning: Wouldn’t a falsification of books be 
noticed? 

Lt. Lubin: In a good audit a falsification would be 
caught up. 

Mr. Ewing: I have been advised by Mr. Kuhlman, the 
receiver who has custody of the books and who has had 
quite a bit of experience in bankruptcy cases and bank 
frauds and by and the two accountants who have 

worked on these books, in their opinion they believe that 
they have been copies and have been changed. 

• ••••••••# 

Mr. Ewing: • • • We are not interested in other com¬ 
panies, except Northwest and we are not interested in 
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Northwest except that Northwest has some assets of 
Micromatic. 

• ••**•••*# 

532 Lt. Lubin: To some extent we are stymied—as 
far as inter-company profits can’t be consolidated 
with the rest as Micromatic has either April or August 
30th date. 

*•***••*•# 

Mr. Ross: We will have to renegotiate Micromatic after 
this discussion. 

• •*#•••••* 

535 Mr. Bliss: As far as Northwest is concerned, and 
we have nothing to do with renegotiation work on 
Northwest, I would like to say this. In my own mind at the 
present time, after learning things I have, and looking 
into the whole matter—this is what we have had to work 
on. Northwest’s statement and picture as of 1944 is in¬ 
correct. I know that a good deal of production of North¬ 
west is not reflected in the records. At least on parts 
Northwest manufactured for others that will not be re¬ 
flected in your sales. 

537 Mr. Ewing: If Ordnance would ask to come in 
and see the original records which haven’t been 
furnished us yet we would be very much interested. It 
would be quite helpful as you have more authority than 
we have for grabbing certain records. 

Mr. Ewing: It is hard for us to go to them for informa¬ 
tion as to what they did without making Northwest a party 
to this Action. • • • 

• ••••••••• 
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Additional Excerpt From Transcript of Proceedings Before 
the Tax Court of the United Slates at St. Paul. Minnesota, 
on June 10. 11 and 16. 1954 

* • • 

(By Mr. Deinard) The chronology of the renegotiation 
proceeding in this case is as follows 

« • • 

November 14, 1945, Northwest furnishes to Chicago 
Price Adjustment Division additional information re¬ 
quested on September 18, 1945. 

# • • 

February 11, 1946, last items of additional information 
requested by Chicago Price Adjustment Division furnished 
by Northwest. Now, may I stop there to comment that it 
is our position that even though the original contractor’s 
report of April 30, 1945 w^ere deemed insufficient which 
we deny, and even though supplementary information 
were to be treated as connected to it, the last possible date 
from which the year of commencement could begin is, in 
our view, February 11, 1946. 

• • • 

John W. Browning 

# • • 

A. * * * jat this particular time in December of 1945 
there was a conference in my office at which Mr. Bliss was 
present. I was present, Major Sims, who was Assistant 
Chief, and one or two accountants—I don’t recall exactly 
who else was present except I know Mr. Bliss was there 
and Mr. Griswold was not there. 

• • • 

Q.'(By Mr. Deinard) Tell me what there is that is re¬ 
quired by the form (Exhibit B), the official form, that is 
not annexed to it? A. The basis of my answering no 
is not particularly what the report itself purports to show. 
I answered no because it makes no reference to companies 
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under common control or affiliated as the statute provides 
it should be done— 


# * • 

Mr. Deinard: You see, it is counsel’s contention, as he 
expressed yesterday, that because of the certain claims 
that were made by Bliss on December 12th, 1945, and be¬ 
cause of the anxiety of the renegotiating parties to get to 
the bottom of them, that the matter was treated as incom¬ 
plete until July. 

The Court: Yes. 

Mr. Deinard: I propose to show two things. One, that 
the file was then complete and had been audited and was 
ready for disposition except for the interposition of Bliss. 
Secondly, that Bliss’ claim had no conceivable adverse 
effect on Northwest and related only to Micro. 

# * • 

Q. Yes. So that you do not know of anything, do you, 
advanced by Bliss orally or in a so-called audit, which 
would have adversely affected Northwest on a renego¬ 
tiation? A. Well, you say adversely—we were just as 
interested in seeing that the company’s income was prop¬ 
erly stated. We didn’t want it understated any more than 
we wanted it overstated. 

Q. Yes— A. If it would tend to reduce the income of a 
company,—we certainly want it properly presented. 

Q. Now, I will ask you again—do you know of any claim 
that was made that would have had the effect of increasing 
the income of Northwest? A. Well, I can’t say offhand. 
I would like to make a supplemental explanation, if you 
wdll permit me— 

Q. I have no objection. A. When companies were under 
common control,—and I might state that Mr. Griswold 
advised us at the conference in January that all of these 
companies were directed by him,—he gave us the owner¬ 
ship also, and therefore, in renegotiating companies under 
common control, we were very much interested in deter¬ 
mining whether or not there should be a consolidated re- 
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negotiation, and we do not make that determination until 
such time as we knew what the income of these various 
companies were. Now, when you ask me whether or not 
Northwest would have been adversely affected, there it 
would go to the point as to whether or not it would be in 
the interest of the government to have consolidated the 
renegotiations of these various companies. 

# • • 

Q. Did you take any action? A. I can say we did not 
consolidate. 

# * * 

Mr. Deinard: Well, I wonder if Mr. Leathers—in order 
not to waste time—-will not agree that he has no additional 
correspondence in the matter, other than -what has been 
produced? 

Mr. Leathers: Yes, I will agree that the material which 
has been adduced before the Court here, is, so far as I 
know, complete. 

• ••••••••• 


Additional Excerpt From Exhibit WW , 

# • • 

Mr. Browning: Has that company (Griswold Signal 
Company) ever been renegotiated? 

Mr. Griswold: It has not. 

Mr. Browning: Have you filed a standard form—or do 
we have that information? 

Lt. Lubin: Yes, the Signal Company did some subcon¬ 
tracting for 1944. We have their audit report. 

# • • 

Mr. Griswold: * * * It (Lubricator Corporation) has 
nothing to do, as far as any war work is concerned. 

I * 

Mr. Griswold: Specialty Sales Service. • • • That com¬ 
pany was bought out in 1941 and it is a screen door hard¬ 
ware company • • * 
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I don’t think their sales are over $10,000 or $15,000 
during the year. • * * 

Mr. Griswold: I don’t think the sales will net $15,000. 
They are around $7,000 or $8,000. But, I can get that in¬ 
formation. You audited that. * • • 

Mr. Baker: I brought along two of Screw Machine’s 
and no Specialty. 

# • • 

Mr. Griswold: * * * They never did any work for any 
of the other companies, because they have no equipment. 

# * • 

Mr. Griswold: K. P. Sales is the next. 

* • • 

Mr. Griswold: That is another sales organization that 
doesn’t own equipment or doesn’t do any manufacturing 
of any kind. It is a sales corporation. 

Lt. Cahill: What do they sell? 

Mr. Griswold: Greasing equipment and they sell to 
Sears Roebuck, Montgomery Ward, Gamble Stores, and 
people like that. Sales ran a little over a million dollars 
that year. 

Lt. Cahill.: Where was this equipment made? 

• • * 

Mr. Griswold: By West Manufacturing Company. That 
is the next one. Any further questions? 

Mr. Baker: Do you want those sales? 

Mr. Griswold: On K. P? 

Mr. Browning: Do you have an audit report on that? 

Mr. Griswold: Yes, he has. 

Mr. Browning: I’ll take a look at it. 

# • • 

Mr. Griswold: • • * K. P. is the same. It is a sales 
organization which hasn’t done any war work of any kind. 
West manufactures for Lubricator and for K. P. and does 
all the manufacturing of articles that are manufactured 
for K. P. and also Lubricator. 

Mr. Browning: Does it have its own plant? 


i 
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Mr. Griswold: Yes it has its own plant and equipment. 

* * * 

Mr. Cahill: Any war work involved? 

* • * 

Lt. Lubin: * * * They didn’t do anything in 1944. 

# • • 

Mr. Baker: We will give you a schedule of the opera¬ 
tions of all the companies, the parts they manufacture. 
How about the organization history—anything like that? 

Mr. Browning: I don’t think it is material on these com¬ 
panies here. Micromatic you might, but we have a fair 
history on that anyway. 

Mr. Baker: You want a history of the organization as 
we pick it up from the corporate records. 

Major Sims: What we are concerned with is whether 
there is any renegotiate business. 

# • • 

Mr. Baker: Then you want the profit before taxes or 
after? 

Major Sims: Before taxes and some estimates of the 
renegotiate business. On Screw Machine Products there 
is only $100,000 worth of business. If there is a few 
thousand of renegotiate business, it won’t make any dif¬ 
ference, anyway. 

# • • 

Mr. Baker: Is two weeks’ time too much? I am not too 
familiar with what is in the office—in the typing room now. 

Lt. Lubin: Would it help much if you had your file 
copies photostated rather than retyped?" 

Mr. Baker: That would be a simplification. 
*#*•*••••* 

Additional Excerpt From Exhibit W 

# * • 

Mr. Griswold: Who is going to pay for the K. P. audit? 

Mr. Browning: Is K. P. involved? 
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Mr. Griswold: No, what about Sales Specialty who sells 
Screen Door Hardware? 

Mr. Browning: We don’t want a lot of extraneous in¬ 
formation. 

Mr. Griswold: We gave you information on Specialty 
Sales. They never had anything but screen door hard¬ 
ware. And you want us to give you an audit on that? And 
go through that expense? That isn’t reasonable, with 
$10,000 worth of sales in a year. Did you look at 
Specialty Sales, Cahill? Do you want an audit of my 
household expenses too? 

Mr. Browning: We will limit the audit to Northwest, 
Micromatic and Griswold Signal—also Screw Machine 
Products. 

• ••••••••• 

Additional Excerpt From Exhibit XX 
• • • 

Mr. Bliss: The whole story is revealed in four records 
and they are the basic production and shipping records 
of the two companies and you will find reflected in those 
four books this whole thing. 

#••••****• 
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Additional Excerpt from Exhibit WW 

Mr. Griswold: Now you can’t put 10% on the payroll 
and come out of it. For instance, Micromatic never had 
a bookkeeper until they were in business over six months. 
They had one person in the office and you can’t do business 
with one person in the office and do it right. The over¬ 
head wasn’t there at all. They never had a shipping 
department or cleaning department. They never had any 
trucking. They never had any crating department. We 
kept six men making boxes. 


Additional Excerpt from Exhibit VV 

Mr. Griswold: There isn’t any discrepancy as far as I 
am concerned * * * 

Mr. Lubin : Baker states he received a certificate as to 
the physical inventory that was taken by the management 
of Micromatic. 

Mr. Griswold: Bliss was the manager. * * • 


Additional Excerpt from Transcript of Proceedings Before the 
Tax Court of the United States at St. Paul Minnesota, on 
June 10, 11 and 16. 1954 

John W. Browning 

* • • 

Q. (By Mr. Deinard) * * * I asked you to look at this 
form (Exhibit B), the official form and to the exhibits that 
are attached and tell me whether or not it is a completed 
form and in proper shape. A. Well, it certainly purports 
to be a complete form, Mr. Deinard. As to the rest of 
the question I wouldn’t want to make a direct answer 
without examining it more carefully and refreshing myself 
on the provisions of the statute. 





BRIEF FOR RESPONDENT 


IN THE 

(Unites States Court of Hppeats 

FOR THE DISTRICT OF COLUMBIA CIRCUIT 


No. 13,029 


United States of America, 

i 

VS. 


Petitioner ; 


i 

Northwest Automatic Products Corporation, 


Respondent. 



PETITION TO REVIEW ORDER OF THE TAX COURT . „ 

.-v Court of Appeals 

I'or vt* 


OF THE UNITED STATES 1 


• j • » 

. *v% /• i 

b w. f| i t V 


h, 


in. Circuit 



<• L\ Y V 

. I , \ J 


1S5S 


Ellis Lyons, __ rr 

Tower Building, 
Washington, D. C., 
Attorfiey for Respondent. 


Of Counsel 

Benedict Deinard, 

Melvin H. Siegel, 

10th Floor, 512 Nicollet Building, 
Minneapolis, Minnesota. 


Ha 7 ward«Co 8 rt Brief Printia* Co., Miaaeapolis 15, Mina. 







STATEMENT OF QUESTIONS PRESENTED 

Petitioner’s Question 1 is correctly stated. In the opin¬ 
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2. Was the Tax Court correct in holding that a pur¬ 
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time and place for conference did not commence renego¬ 
tiation of respondent’s profits for 1944 under Section 
403(c)(1) of the Renegotiation Act of 1943, which provides 
that a notice of a time and place for a conference, whetn 
sent by registered mail, shall constitute commencement of 
renegotiation? 

3. Is the finding of the Tax Court, that respondent’s 
financial statement for 1944 was duly filed under Section 
403(c)(5) of the said Act no later than February 11, 1946 
and not revoked before then, supported by substantial evi¬ 
dence or independently required as a matter of law? 

4. Alternatively, if the specific requisites of Section 
403(c)(1) may be ignored, was said renegotiation com¬ 
menced by a letter which, though sent by ordinary and not 
by registered mail, was received by respondent in due 
course and set a time and place for a preliminary confer¬ 
ence duly held as scheduled? 
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Ulniteb States Court of Hppeals 

FOR THE DISTRICT OF COLUMBIA CIRCUIT 


No. 13,029 


United States of America, 

Petitioner , 


vs. 

Northwest Automatic Products Corporation, 

Respondent. 


BRIEF FOR RESPONDENT 


COUNTER-STATEMENT OF THE CASE 

On October 7, 1944, respondent received a “letter of 
preliminary inquiry” from Army Service Forces, Chicago 
Ordnance District (hereinafter called “Chicago PAD”), 
requesting Northwest to complete a “Standard Form of 
Contractor’s Report” for the year 1944 (J. A. 29) and 
stating that “on the basis of the information thus presented, 
a determination will be made as to whether or not fur¬ 
ther renegotiation proceedings will be necessary.” 1 

Northwest’s Report, transmitted on April 30, 1945, was 
received by Chicago PAD on May 4, 1945 (J. A. 29) and 
accepted by the agency as “filed” on that date (J. A. 
228, 104). The Report was then complete in all respects 
except that it did not include the statement called for by 
Item XIII (J. A. 151-152); contractors who had received 
a “clearance” in a prior year were not required to furnish 

i The language quoted is taken from Renegotiation Regulation 702.2 
(infra, p. 59) setting forth the form of such a letter; the letter sent 
to Northwest, on file but not printed in the Joint Appendix, followed 
the prescribed form. 
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such statement (J. A. 30) and Northwest believed that 
the notice of “cancellation” which it had received for the 
year 1943 (J. A. 139-140) constituted a “clearance” (J. 
A. 59). Nevertheless, as the Tax Court found, that state¬ 
ment was furnished in part on November 14, 1945 (J. A. 
31) and completely on February 11, 1946 (J. A. 31, 
103), and the Report was “filed under Section 403(c)(5) 
of the Act no later than February 11, 1946” (J. A. 60). 

The financial statements in the Report, as received on 
May 4, 1954, were “correct” and “complete” (J. A. 100, 
101, 140-141), and showed “a basic profit of about 20% 
on $2,000,000 of renegotiable sales” (J. A. 141). 

Four days after receipt of the report, on May 8, 1945, 
Chicago PAD addressed a letter to Northwest by ordinary 
mail, setting a time and place for a meeting on May 18, 
1945 (J. A. 31-32). The letter was received in due course 
(J. A. 31) and the conference was held as scheduled to 
discuss “data needed for renegotiation” (J. A. 32). 

On September 18, 1945, after the “accounting work” 
for the “renegotiation report” had been “completed” (J. 
A. 164), Chicago PAD requested Northwest by letter to 
furnish the names of its affiliates, the character of the 
affiliation, and a brief description of the operations of each 
(J. A. 164)—information called for by Item XIII of the 
Standard Form of Contractor’s Report (J. A. 31). 

In addition, the letter of September 18 requested infor¬ 
mation as to the “volume of sales in 1944”, the “amount 
of renegotiable business” of each company, and the “dol¬ 
lar value of inter-company business”, during the same pe¬ 
riod (J. A. 164). This inquiry as to affiliates was stated 
to be “necessary” in order to determine that the “inter¬ 
company operations did not adversely affect the earnings 
of Northwest” on its renegotiable business (J. A. 164), 
that is, “whether or not it would be in the interest of the 
Government to have consolidated the renegotiation of these 
various companies” (J. A. 248). 

By letter dated November 14, 1945 (J. A. 34-35), 
Northwest furnished the requested information as to Micro- 
matic Metal Products Company, a partnership in which 
F. W. Griswold and J. J. Bliss had an equal interest from 
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August 21, 1944 to April 30, 1945 (J. A. 28), and 
Griswold Signal Company, a corporation in which Gris¬ 
wold was interested (J. A. 28). Micromatic and North¬ 
west could not be consolidated because their fiscal year 
endings differed (J. A. 95-96, 245). Griswold was the 
managing officer of both Griswold Signal and Northwest 
(J. A. 28), but the stock in Northwest was held by Gris¬ 
wold and his wife, while that in Griswold Signal was held 
by his wife alone (J. A. 28), and the two companies were 
never consolidated (J. A. 91). 2 

On December 12, 1945, Chicago PAD conferred with 
Bliss and his attorney (J. A. 240). As the renegotiation 
agency knew, Bliss was then “no longer representing 
Northwest” and was “suing” Griswold (J. A. 94) for an 
accounting of the affairs of Micromatic (J. A. 36). On this 
occasion, Bliss claimed that Northwest’s records for 1944 
were incorrect (J. A. 36), the burden of his claim being 
that “the income of Northwest as reported” to Chicago PAD 
“was excessive, and that a portion of that income should 
be allocated to Micro instead” (J. A. 95) because Micro¬ 
matic “didn’t bill Northwest” for some “inter-company” 
work (J. A. 242). 

The “information” as to the alleged “understatement” 
of Micromatic’s income was obtained by Bliss and his at¬ 
torney from a “liquor addict” who had been “discharged” 
by Griswold “because he was drunk” (J. A. 241, 242- 
243), and “each and every one” of Bliss’ charges were ul¬ 
timately determined “adversely to Bliss” (J. A. 110). 

2 In addition, Griswold's wife and his two daughters were partners in 
Screw Machine Products Company (J. A. 28), the fiscal year-ending 
of which differed from that of Northwest (J. A. 177); and Griswold 
managed and had the controlling stock interest in K. P. Manufactur¬ 
ing Sales Company (J. A. 28) which had no renegotiate business in 
1944 (J. A. 249), its 1944 sales to Northwest of $1,756.63 being only 
a small fraction of Northwest’s total non-renegotiable business of 
$98,000 for the same year (J. A. 29, 35). Renegotiation proceedings 
with respect to these companies were “closed out” or “cleared, either 
by exemption or regular proceedings” (J. A. 110, 111). Northwest's 
letter of November 14, 1945, however, was mistaken in saying that 
none of the companies had renegotiate business in 1944 (J. A. 35), 
since, as appeared on the face of its Report, Northwest's nonrenego- 
tiable sales were about $98,000 (J. A. 35), while its purchases from 
each of Griswold Signal and Micromatic, as shown by the letter of 
November 14, 1945 itself (J. A. 34-35), exceeded that amount (J. A. 
29). 








4 


Meanwhile, however, Mr. Browning, chief of Chicago 
PAD, concluded “not” to “complete” the case without “sub¬ 
stantiation of the (Micromatic) audit” (J. A. 243). 

Accordingly, on January 3, 1946, Chicago PAD held a 
conference with Griswold and his accountant, Mr. Baker, 
on “Micromatic” (J. A. 229). Griswold there insisted that 
Micromatic had been “paid for everything they did” (J. A. 
232), and offered to furnish “new” audits then in prepa¬ 
ration to determine the inter-company account between 
Northwest and Micromatic (J. A. 237-238), but was will¬ 
ing to rely on Northwest’s Report for “renegotiation” (J. 
A. 239). ' 

The audits referred to in the meeting of January 3, 
1946, were filed with Chicago PAD on February 11, 1946, 
along with the statement referred to in Item XIII of the 
Report (J. A. 103, 173). The audits so filed did not 
change the figures submitted by Northwest on May 4, 
1945, in any way, except to reduce the original “estimate” 
of $15,710.71 for claims on terminated contracts (Item IV, 
J. A. 151) to $15,615.71, the exact figure at which those 
claims were subsequently liquidated (J. A. 99-101). 

Chicago PAD thereafter made its own preliminary an¬ 
alysis of Micromatic’s production and sales records (J. A. 
216, 145) and found an apparent “difference between the 
actual production going through Micromatic and the sales 
of some $464,000” (J. A. 216) and “no billings at all for 
work performed by Micromatic after 31 December 1944” 
for “Northwest” and others (J. A. 217). 

At a conference between Chicago PAD and Griswold 
held on April 4, 1946, Chicago PAD asked Griswold to 
“account for the production orders showing all these items 
produced and no sales record” (J. A. 217). Griswold an¬ 
swered that “I can’t account for that because I don’t think 
it is so” (J. A. 217), and insisted that “There isn’t any 
discrepancy so far as I am concerned” and that his records 
were “right, if you go into it right” (J. A. 221). Neverthe¬ 
less, at the request of the renegotiation agency (J. A. 222), 
Griswold tentatively agreed to have new audits prepared, 
subject to the approval of his attorney (J. A. 226, 229). 

At the conference of April 4, 1946, the representatives of 
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Chicago PAD observed that the “Standard Form was filed 
on Northwest” on “4 May 1945” and that they had “to 
complete renegotiation for this year” (J. A. 228). 

Nevertheless, on May 1, 1946, Chicago PAD addressed 
a “notice” to Northwest by registered mail, stating that 
Northwest’s renegotiation for 1944 should be conducted 
by that office and that the notice “constitutes commence¬ 
ment of the renegotiation proceedings” (J. A. 39-40), 
but omitting to set forth a time and place for a conference. 3 
On the same date, Mr. Browning forwarded to Griswold 
by ordinary mail a proposed agreement to extend the time 
for “completion” of Northwest’s renegotiation for 1944, 
explaining that there was some “doubt” whether renego¬ 
tiation was not already “commenced” on the “date this 
office had its first meeting with you last summer” (J. A. 
40-41)—evidently referring to the first meeting of May 
18, 1945—and requesting that Griswold have the papers 
executed so that Mr. Cahill, of Chicago PAD, could pick 
them up “when he is in Minneapolis this week” (J. A. 
41). Northwest never signed the extension agreement. (J. 
A. 41). 4 

Cahill arrived in Minneapolis on May 7, 1946 (J. A. 
142), to discuss an audit of Micromatic for the year 
ending April 30, 1945, with Peat, Marwick & Mitchell, 
public accountants (J. A. 41) at “their office” (J. A. 
144), and accordingly sought to hold the meeting “with¬ 
out the presence of Mr. Griswold or any of his employees” 
(J. A. 144). On Griswold’s insistence, however, and in¬ 
structions received from Browning by telephone the same 
day (J. A. 144), the meeting was held at Northwest’s 

3 The full text of the letter read as follows (J. A. 39-40): 

“The War Contracts Price Adjustment Board has determined that 
renegotiation proceedings under the Renegotiation Act (Title VII of 
the Revenue Act of 1943) for your fiscal year ended 31 December 
1944 shall be conducted initially by this office. 

“This notice, sent by registered mail, constitutes commencement of 
the renegotiation proceedings in conformity with the provisions of 
subsection (c)(1) of the Renegotiation Act." 


* At the conference of April 4, 1946 Chicago PAD had requested an 
extension for the time of completion as to Micromatic (J. A. 228); 
whether the request extended also to Northwest is a dispute*! issue 
on which the Tax Court made no finding and which, in view of its 
disposition of the case, the Court was not required to decide (J. A. 62). 
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plant (J. A. 144-145). Cahill there furnished the account¬ 
ing firm’s representative the analysis previously made of 
the differences between Micromatic’s “sales and production” 
to be accounted for “as of April 30, 1945” (J. A. 145), 
and instructed the accountant to analyze the “inter-com¬ 
pany transactions” because “possibly Micromatic had pro¬ 
duced parts for the affiliated companies and had failed to 
bill the affiliated companies for these parts, and it is be¬ 
lieved that this $463,000 is made up of this type of trans¬ 
action” (J. A. 147). 

Subsequently, as the Tax Court found, Griswold “tenta¬ 
tively” authorized Peat, Marwick & Mitchell to prepare aud¬ 
its for Micromatic for its fiscal year ended April 30, 1945, 
and for “Northwest, Griswold Signal and Screw Machine” 
(J. A. 41-42). But on July 3, 1946, Griswold advised 
Browning that, upon examination of an audit prepared by 
Bliss’ accountants and furnished by Chicago PAD to Gris¬ 
wold, it appeared that Bliss’ charges were “unsupported” 
and that the expense of a new audit was unwarranted (J. 
A. 200-201). 

Northwest heard nothing further about fiscal 1944 until 
almost ten months later. Then, on April 21, 1947, the 
Treasury Price Adjustment Board, to which the North¬ 
west’s renegotiation for 1944 had then been reassigned, 
transmitted to Northwest by registered mail a notice of a 
time and place for a “final renegotiation conference” on 
1944 (J. A. 44), and on April 30, 1947, entered its or¬ 
der determining that Northwest had realized excessive prof¬ 
its for the year 1944 in the amount of $180,275.52 (J. 
A. 132). Northwest objected on the ground that the “re¬ 
negotiation was not commenced within the statutory time 
limit or, if it was commenced within the time limit, it was 
not completed within the time limit prescribed by the Stat¬ 
ute” (J. A. 137). The War Contracts Price Adjustment 
Board rejected these contentions and affirmed the order 
(J. A. 137). 

The Tax Court held that the order was invalid be¬ 
cause the renegotiation proceedings were not “commenced” 
within the one-year period prescribed by statute. The court 
found that Northwest’s Report was completely filed no 
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later than February 11, 1946, and had not been revoked 
before then, and held that the proceedings were not com¬ 
menced until the notice of April 21, 1947, more than a 
year later. 

In reaching its decision, the Tax Court was guided by 
the procedure “Congress had intended” (J. A. 58). The 
“purpose” of the Report, the court observed, was not to 
supply “every detail of data and information which might 
ultimately be necessary to successfully complete a renego¬ 
tiation proceeding”, as was “evident” from the “provisions” 
of the “statute” giving the Board a year from the filing in 
which to “commence” renegotiation and another in which 
to “complete” the proceedings, and authorizing the Board 
to obtain at any time during that period “such additional 
information and data as is necessary to complete renego¬ 
tiation” (J. A. 61). 

Giving like effect to the “clear” language of the “stat¬ 
ute”, the Tax Court found “neither reason nor authority for 
disregarding” the “specific statutory standards or require¬ 
ments” of Section 403(c)(1) (J. A. 58). Accordingly, the 
court held that the letter of May 1, 1946, was fatally de¬ 
fective because it omitted to state a “time and place for a 
conference” as expressly required by Section 403(c)(1) 
(J. A. 57-58). 

Applying the same “statutory standards”, the Tax Court 
held that the letter of May 8, 1945, did not commence re¬ 
negotiation because it was not sent by “registered mail”, a 
“vital” requirement of Section 403(c)(1) (J. A. 55-56). 
That letter, the court further held, was also insufficient 
because it was “primarily exploratory” and Congress did 
not intend that such a letter should constitute commence¬ 
ment (J. A. 54-55). 

Having held that the renegotiation proceeding was not 
timely commenced, the Tax Court found it unnecessary to 
consider any argument pertaining to timely completion (J. 
A. 62). 


I 
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STATUTES AND REGULATIONS INVOLVED 

Relevant parts of the Renegotiation Act of 1943 and 
regulations involved and not included in the brief of peti¬ 
tioner are set out as an appendix to this brief, infra, pp. 
55-72. 

SUMMARY OF ARGUMENT 

If open to review, the decision of the Tax Court should 
be affirmed. The Tax Court correctly held that renego¬ 
tiation proceedings were not commenced within one year 
because the letter of May 1, 1946, was insufficient and that 
of April 21, 1947, was untimely. This is respondent’s pri¬ 
mary contention. 

Alternatively, if the specific requisites of a statutory no¬ 
tice of commencement under Section 403(c)(1) may be 
disregarded in the circumstances of this case, then the pro¬ 
ceedings were commenced by the letter of May 8, 1945, 
and the proceedings were, therefore, not “completed” within 
the one-year period prescribed by statute for completion. 

I. 

A. The letter of May 1, 1946, did not commence re¬ 
negotiation because admittedly it omitted to set a “time 
and place for a conference”. This conclusion is required 
by the plain terms of Section 403(c)(1), its legislative 
history, and the consistent course of prior administrative 
and judicial construction of the Act. See Harold C. Buck 
v. WCPAB, 10 T. C. 623, 627; United States v. Wissa- 
hickon Tool Works , 99 F. Supp. 331, 333 (S. D. N. Y.) 
affirmed 200 F. 2d 936. The specific method of com¬ 
mencement prescribed by Congress was intended to elimi¬ 
nate so far as practicable any uncertainty as to commence¬ 
ment, and by means in accord with the statutory policy of 
enforcing renegotiation primarily through “agreement” in 
“conference”. 

There is no merit in petitioner’s contention that the stat¬ 
utory requirements may be ignored because the parties 
were allegedly in the midst of conferences when the letter 
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of May 1, 1946, was sent. The evidence does not support 
this contention, as the Tax Court found. The conclusive 
answer, however, is that the proposed test would substitute 
debatable inferences from uncertain evidence for the cer¬ 
tainty which Congress intended. 

There is, likewise, no merit in petitioner’s contention 
that the letter was sufficient on its face because it spe¬ 
cifically stated that it “constitutes commencement”. The 
statutory language clearly reflects the legislative intent, as 
shown by the plain terms of Section 403(c)(1) and its 
legislative history, and the courts, therefore, are not at lib¬ 
erty to amend the statute by substituting another method 
of commencement. The specific method prescribed, more¬ 
over, was deliberately chosen in conformity with the policy, 
announced in the same Section 403(c)(1), to enforce re¬ 
negotiation so far as practicable through “agreement” in 
“conference”. 

As the statute and its intent are clear, it is immaterial 
whether respondent was misled or injured by the omission 
to state a time and place for a conference. The fact is, how¬ 
ever, that respondent was prejudiced thereby. When the 
letter of May 1, 1946, was sent, Chicago PAD then con¬ 
templated a meeting in Minneapolis to discuss an audit of 
Micromatic with a firm of public accountants in Minne¬ 
apolis without the presence of Northwest’s representatives, 
and attempted to exclude Mr. Griswold from the meeting. 
Only when Griswold refused to go through with the audit 
unless he were permitted to attend was the place of the 
meeting transferred to Northwest’s plant and Northwest’s 
representatives permitted to attend. 

B. The Tax Court correctly held that the letter of April 
21, 1947, though it set a time and place for a conference, 
was untimely because sent more than a year after North¬ 
west’s Report was completed and duly filed. 

1. The evidence is undisputed that the financial state¬ 
ments included in Northwest’s Report were actually com¬ 
plete and correct when originally received on May 4, 1945. 
The statement called for by Item XIII of the Report, orig- 
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inally omitted, was filed on February 11, 1946. On any 
test, Northwest’s Report was then complete and duly filed, 
as the Tax Court found. 

Petitioner’s sole contention to the contrary is the un¬ 
founded one that before February 11, 1946, Mr. Gris¬ 
wold in effect revoked or at least suspended his affirma¬ 
tion that the data included in the Report was accurate to 
the best of his information and belief. The Tax Court found 
against petitioner’s contention and its finding is supported 
by substantial evidence. 

The only question ever raised as to the accuracy of 
Northwest’s Report for 1944 involved the inter-company 
account between Northwest and Micromatic as of April 
30, 1945. That account was the subject of three confer¬ 
ences held by Chicago PAD, the first with Bliss, and the 
other two with Griswold. An analysis of those conferences 
shows that the only question Chicago PAD wanted an¬ 
swered was whether Northwest’s income, as reported to 
Chicago PAD, was overstated and should be allocated in 
part to Micromatic because, as Bliss charged. Northwest 
had obtained production from Micromatic for which it was 
never billed. 

Bliss’ charges, made at a conference with Chicago PAD 
on December 12, 1945, were all unfounded, as was sub¬ 
sequently determined in a judicial proceeding, and were 
not binding on Northwest in any case because Bliss was 
then no longer representing Northwest, as Chicago PAD 
knew. 

At the conference of January 3, 1946, Griswold insisted 
that Micromatic had been “paid for everything they did”. 
His offer to furnish new audits to determine the account 
between the two companies was obviously consistent with 
a belief that the audits would confirm the accuracy of 
Northwest’s Report. Griswold added that, depending on 
the outcome of the audits and pending litigation, Micro- 
matic’s true income might be even less than that shown in 
an existing audit of Micromatic, and hence that the value 
of Bliss’ one-half interest in Micromatic might be corres¬ 
pondingly reduced. But of the items he mentioned in that 
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connection, only one—involving less than 1 per cent of the 
“estimate” of Northwest's renegotiable business given in its 
Report—was claimed to involve a possible increase in 
Northwest’s income. 

Griswold at the same time expressly assured Chicago 
PAD that he was willing to stand on Northwest’s Report 
for renegotiation, and when the audits mentioned were 
filed on February 11, 1946, they confirmed the accuracy of 
Northwest’s Report in all respects. 

The further audits which Chicago PAD requested at the 
conference of April 4, 1946, and which Griswold thereaf¬ 
ter tentatively agreed to, were to be limited to the one ques¬ 
tion whether, as Griswold at all times denied. Northwest 
had received production from Micromatic for which it was 
never billed. Ultimately “each and every one” of Bliss* 
charges were determined adversely to Bliss in court pro¬ 
ceedings (J. A. 110). 

Northwest’s Report was thus correct and complete no 
later than February 11, 1946, and by then certainly fur¬ 
nished all the information required in the “preliminary” 
stage of renegotiation to permit a determination whether 
it “may” have received such excessive profits as to war¬ 
rant “further renegotiation proceedings.” 

2. The original good faith omission of the statement 
called for by Item XIII was not material, moreover, and 
the statutory period for commencement therefore began 
to run when the Report was received on May 4, 1945, be¬ 
fore any question was ever raised as to its accuracy. 

II. 

Alternatively, if the specific requisites of a notice of com¬ 
mencement set forth in Section 403(c)(1) may be ignored, 
then the renegotiation proceedings were commenced by the 
letter of May 8, 1945, and the renegotiation order of April 
30, 1947, was not, entered within the one-year period pre¬ 
scribed for completion in the absence of an extension 
agreement. The letter of May 8, 1945, was sent by ordi¬ 
nary and not by registered mail as the statute requires. 
But it was duly received and set a time and place for a 
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conference which was held as scheduled. Thereafter the 
parties treated the proceedings as already commenced. Cer¬ 
tainly Chicago PAD did so as late as April 4, 1946, and 
sent the purported notice of commencement dated May 1, 
1946, only when it was seeking means of extending the 
time for “completion” pending the preparation of the pro¬ 
posed new audits. 

m. 

Jurisdiction of this Court to review the decision of the 
Tax Court turns on the proper construction to be given the 
decision of the Supreme Court in United States v. California 
Eastern Line, 348 U. S. 351. If that decision merely rati¬ 
fied the then existing “review practice” of this Court, then 
the Tax Court’s decision is not re viewable, since, prior to 
California Eastern, this Court had held that decisions of 
the Tax Court on questions of commencement were final. 
United States v. Martin Wunderlich, 94 U. S. App. D. C. 8, 
211 F. 2d 433. The Court of Appeals for the Sixth Cir¬ 
cuit so construed California Eastern in Ebco Manufac¬ 
turing Co. v. Secretary of Commerce, 221 F. 2d 902. 

As petitioner suggests, the opinion in California Eastern 
is subject to an alternative construction that the Supreme 
Court intended to establish a new standard of review, un¬ 
der which decisions of the Tax Court are final on matters 
involving “special familiarity with all kinds of business and 
accounting practices in regard to profits, losses, etc.” In 
this view, the decision of the Tax Court as to the proper 
construction of Section 403(c)(1) presents no question 
within the special competence of the Tax Court and is re- 
viewable here. Tested by the same standards, however, the 
question whether the Board’s regulations as to the affirma¬ 
tion of a contractor’s report were complied with can best 
be determined against the background of the entire rene¬ 
gotiation process and is a question within the special com¬ 
petence of the Tax Court. Its determination that North¬ 
west’s Report was duly filed not later than February 11, 
1946, is, therefore, final on any test. 
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ARGUMENT 

Section 403(c)(5) of the Renegotiation Act of 1943 re¬ 
quires every contractor holding contracts subject to the Act 
to file with the Board, in such form and detail as the 
Board by regulation may prescribe, a “financial state¬ 
ment” or—as described in the Board’s regulations—a 
“Standard Form of Contractor’s Report”. 

Section 403(c)(3) provides a two-fold period of limita¬ 
tions. First, it prohibits the “commencement” of any renego¬ 
tiation proceeding more than one year after the end of the 
contractor’s fiscal year, or the filing of the contractor’s re¬ 
quired report, whichever is later. Secondly, it requires that 
the renegotiation proceedings, once duly commenced, must 
be “completed” within one year thereafter, unless an agree¬ 
ment is made extending the time for completion. Unless so 
commenced and completed, “all liabilities of the contrac- 
tor * * * shall thereupon be discharged”. 

The statute expressly defines what constitutes commence¬ 
ment and completion. Section 403(c)(1) provides that 
mailing of a notice of the “time and place of a conference” 
by “registered mail” shall “constitute the commencement”, 
while Section 403(c)(3) provides that the one-year pe¬ 
riod for completion shall apply to the “order” determining 
the amount of excessive profits but not to the “review” 
thereof by the Board. 

It is respondent’s primary position that the renegotia¬ 
tion order in controversy was invalid, as the Tax Court 
held, because the proceedings were not “commenced” with¬ 
in the statutory one-year period. Alternatively, respondent 
contends that if they were timely commenced, the pro¬ 
ceedings were not “completed” within the prescribed one- 
year period. 

We show in Point LA that the Tax Court correctly held 
that the purported notice of May 1, 1946, did not com¬ 
mence renegotiation because it failed to set forth a time 
and place for a conference, as specifically required by 
Section 403(c)(1). In Point IB we show that the Tax 
Court correctly held that Northwest’s Report was filed not 
later than February 11, 1946, and that the letter of April 
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21, 1947, was, therefore, untimely because sent more than 
one year thereafter. 

Alternatively, we show in Point II that, if timely com¬ 
menced, the renegotiation proceedings for 1944 were not 
completed within one year. This would leave for deter¬ 
mination by the Tax Court the question, which it found 
unnecessary to decide, whether respondent is estopped to 
assert this defense. 

The foregoing assumes that the decision of the Tax 
Court is subject to review in this Court in all respects. In 
Point III, we show that the decision of the Tax Court is 
final, at least on the question whether respondent’s finan¬ 
cial statement was duly filed not later than February 11, 
1946. 

I. 

The Renegotiation Proceedings Were Not Commenced 
Within the One-year Period Prescribed by Section 
403(c)(3). 

A. The Purported Notice of May 1, 1946, Was Fatally 
Defective Because It Failed To Set a Time and Place 
For a Conference as Specifically Required By Statute 

The text of the purported notice of May 1, 1946, reads 
as follows: 

“The War Contracts Price Adjustment Board has 
i determined that renegotiation proceedings under the 
Renegotiation Act (Title VII of the Revenue Act of 
1943) for your fiscal year ended 31 December 1944 
shall be conducted initially by this office. 

“This notice, sent by registered mail, constitutes 
commencement of the renegotiation proceedings in 
conformity with the provisions of subsection (c) 
(1) of the Renegotiation Act.” 

The letter of May 1, 1946, admittedly omitted to set 
forth a “time and place for a conference”, as Section 403 
(c)(1) in terms requires for a notice of commencement. 
The Tax Court held that the letter was insufficient to com¬ 
mence renegotiation of Northwest for 1944 because “the 
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only manner in which a renegotiation proceeding may be 
commenced is that provided” in Section 403(c)(1) (J. A. 
57), a conclusion in accord with all prior decisions. Harold 
F. Buck v. WCPAB, 10 T. C. 623; John B. Brady v. 
WCPAB, 11 T. C. 280; Oregon Brass Works v. WCPAB, 
16 T. C. 1145; United States v. Wissahickon Tool Works, 
99 F. Supp. 331 (S. D. N. Y.), affirmed 200 F. 2d 936 
(C. A. 2). 

The Tax Court’s decision is plainly correct, and is re¬ 
quired by the plain language of the statute, its legislative 
history, and the consistent course of prior administrative 
and judicial construction of the statute. 

The statute 

Section 403(c)(1) provides: 

“Whenever, in the opinion of the Board the 
amounts received or accrued under contracts with 
the Departments and subcontracts may reflect exces¬ 
sive profits, the Board shall give to the contractor or 
subcontractor, as the case may be, reasonable no¬ 
tice of the time and place of a conference to be held 
with respect thereto. The mailing of such notice by 
registered mail to the contractor or subcontractor shall 
constitute the commencement of the renegotiation pro¬ 
ceeding.” (Italics supplied.) 

The statutory language is clear—no ambiguity is even 
suggested—and “there is, of course, no more persuasive 
evidence of the purpose of a statute than the words by 
which the legislature undertook to give expression to its 
wishes”. United States v. American Trucking Association, 
310 U. S. 534, 543-544. The plain terms of Section 403 
(c)(1) are, therefore, sufficient reason for holding that 
the purported notice of May 1, 1946, was invalid be¬ 
cause it failed to set forth the required notice of a time 
and place for conference. Gemsco, Inc. v. Walling , 324 U. 
S. 244, 260; Ex Parte Collett , 337 U. S. 55, 61; United 
States v. American Trucking Association, loc. cit. supra. 
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The legislative history 

The legislative history of Section 403(c)(1) shows that 
the method of commencement prescribed therein was de¬ 
liberately chosen by Congress in order to insure certainty 
as to the time of commencement, so far as possible, and 
by means which furthered the expressly announced stat¬ 
utory policy of enforcing renegotiation primarily through 
“agreement” in “conference”. 

The original Renegotiation Act of 1942 was hastily en¬ 
acted after the decision of the Supreme Court in United 
States v. Bethlehem Steel Corporation, 315 U. S. 289. Ex¬ 
perience in its administration soon showed that substan¬ 
tial revisions were necessary. One of the most glaring 
omissions was the absence of any period of limitations, 
either for the commencement or for the completion of a 
proceeding, other than the provision in the final section of 
the Act (Section 403(h)) that the law itself should “re¬ 
main in force” for only three years after the war’s termi¬ 
nation. 

After extensive hearings held in September 1942 (Hear¬ 
ings Before the Senate Finance Committee on Sec. 403, 
77th Cong. 2d Sess.), the statute was amended by the Act 
of October 21, 1942, 56 Stat. 982, commonly known as the 
Walsh Amendment. This amendment contained a two-fold 
limitation for commencement, as recommended by the in¬ 
terested administrative agencies. Hearings Before the Sen¬ 
ate Finance Committee on Sec. 403, 77th Cong. 2d Sess. 
pp. 21, 53. First, it provided that no renegotiation should 
be commenced more than one year after the close of the 
fiscal year of the contractor within which the contract was 
completed or terminated. Secondly, it permitted the con¬ 
tractor to file a financial statement, with a provision limit¬ 
ing the period for commencement, as follows: 

“Within one year after the filing of such statements, 
or within such shorter period as may be prescribed 
by such joint regulation, the Secretary of a Department 
may give the contractor or subcontractor written no¬ 
tice, in form and manner to be prescribed in such 
joint regulation, that the Secretary is of the opinion 
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that the profits realized from some or all of such con¬ 
tracts or subcontracts may be excessive, and fixing a 
date and place for an initial conference to be held 
within sixty days thereafter. If such notice is not given 
and renegotiation commenced by the Secretary within 
such sixty days the contractor or subcontractor shall 
not thereafter be required to renegotiate to eliminate 
excessive profits realized from any such contract or 
subcontract during such fiscal year or years and any 
liabilities of the contractor or subcontractor for ex¬ 
cessive profits realized during such period shall be 
thereby discharged.” 

These provisions, the sponsors of the amendment stated, 
constituted a “very important amendment” and a “very 
beneficial amendment from the standpoint of the contrac¬ 
tors” 88 Cong. Rec. 8050, and were “in the interest of the 
contractors in an effort to bring a greater degree of cer¬ 
tainty to them in connection with these War contracts” 88 
Cong. Rec. 8465. 

Unfortunately the amendments did not accomplish the 
intended result, primarily because the word “commenced” 
was nowhere defined in the statute. The administrative 
construction was uncertain. In the “Joint Statement by the 
War, Navy and Treasury Departments and the Maritime 
Commission of Purposes, Principles, Policies and Interpre¬ 
tations”, promulgated on March 31, 1943, it was stated 
that: 

“The Departments interpret this provision to mean 
that renegotiation commences on the specific date set 
by the Department conducting renegotiation for the 
initial renegotiation conference unless otherwise 
agreed by the contractor.” 

Quoted in Spray Cotton Mills v. Secretary of War , 
9 T. C. 824, 828. 

Two months later, on May 27, 1943, the interpretation 
was amended by a statement that 

“The Departments interpret this provision to mean 
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that renegotiation commences at the time of institu¬ 
tion of proceedings to obtain the information which 
is to be used as a basis for the determination of ex¬ 
cessive profits.” 

Quoted in Spray Cotton Mills v. Secretary of War, 
supra, at 829. 

Moreover, the Navy Department, at least, believed that 
the “minimum requirement” to start the statutory period 
“would be an acknowledgment from the contractor that 
renegotiation proceedings have commenced.” See Hearings 
Before House Committee on Naval Affairs, “Investigation 
of the Progress of the War Effort,” 78 Cong. 1st Sess. p. 
517. 

The differences in administrative interpretation were 
paralleled by the difficulties of decision. It became a trou¬ 
blesome question of fact, in each case dealing with fiscal 
years ended before July 1, 1943, whether the conduct of 
the renegotiating authorities did or did not “commence” 
a proceeding. In /. H. Sessions & Son v. Secretary of War, 
6 T. C. 1236, the Tax Court unanimously held that a let¬ 
ter requesting estimates of the gross amount of contracts, 
solely for the purpose of assignment of a contractor to a 
renegotiating agency, did not commence the proceeding. 
But in Spray Cotton Mills v. Secretary of War, 9 T. C. 
824, a majority of the Tax Court held that the mailing of 
a letter to the contractor by the renegotiation agency re¬ 
questing information upon which its excessive profits could 
be determined, constituted commencement. The contrac¬ 
tor’s contentions that commencement meant “the specific 
date set for the initial renegotiation conference” or, alter¬ 
natively, meant the date of the receipt of the letter in ques¬ 
tion, were rejected, and the Sessions case was distinguished 
on the ground that the letter to Sessions “did not request 
information to be used as a basis for the determination of 
excessive profits”. The court noted that 

“As to such renegotiation proceedings (instituted 
by the Secretary under Sec. 403(c)(6)), the statute 
contains no direction to the Secretary concerning for- 
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malities to be observed by him or the manner in 
which the proceeding shall be commenced and car¬ 
ried to final determination.” 

9 T. C. 833. 

All ambiguity was removed by Congress, however, with¬ 
out waiting for a definite judicial construction. During 
1943, the renegotiation law and its administration were 
closely examined by the Congress. Several congressional 
committees held extensive hearings, in which the policies, 
procedure and interpetations of the administrative agencies 
were carefully scrutinized. Hearings Before the House 
Committee on Naval Affairs, “Investigation of the Progress 
of the War Effort”, 78th Cong. 1st Sess.; Hearings Before 
the House Committee on Ways and Means on H. R. 2324, 
etc., 78th Cong. 1st Sess.; Hearings Before the Senate Com¬ 
mittee On Finance on H. R. 3687, 78th Cong. 1st Sess. As 
a result of those studies, a comprehensive revision of the 
renegotiation law was recommended by the House Commit¬ 
tee on Ways and Means (H. Rept. No. 871, 78th Cong. 1st 
Sess., p. 35) and by the Senate Finance Committee (S. Rept. 
No. 627, 78th Cong. 1st Sess., p. 34), and was incorpo¬ 
rated in the Revenue Act of 1943, 58 Stat. 78. 

One of the amendments was that defining the statutory 
notice of commencement as set forth in Section 403(c) 
(1). This language was carefully considered and deliber¬ 
ately adopted to provide a clear and specific means of 
commencement. 

The Report of the House Committee on Ways and Means 
stated (H. Rept. No. 871, 78th Cong. 1st Sess., p. 37): 

“14. If the War Contracts Price Adjustment 
Board finds that the amounts received under the con¬ 
tracts with the Department and the subcontracts may 
reflect excessive profits, the Board is required to 
give to the contractor or subcontractor reasonable no¬ 
tice of the time and place for a conference. This notice 
is required to be sent to the contractor by registered 
mail and constitutes the commencement of renego¬ 
tiation proceedings. * * *” (Italics supplied.) 
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Similarly, the Report of the Senate Finance Committee 
stated S. Rept. No. 627, 78th Cong. 1st Sess., p. 107): 

“2. NOTICE OF CONFERENCE 
(Subsec. (c)(1)) 

“The renegotiation proceedings begins with a no¬ 
tice of conference given the contractor or subcontrac¬ 
tor by the Board. Such a notice is to be given when¬ 
ever, in the opinion of the Board, amounts received 
or accrued under contracts or subcontracts may re¬ 
flect excessive commencement of the renegotiation 
proceeding. 

* * * * * 

“The conference between the contractor or sub¬ 
contractor and the Board is for the purpose of arriv¬ 
ing at a final or other agreement between them * * *” 
(Italics supplied.) 

The method provided by Congress to achieve the de¬ 
sired certainty was deliberately chosen. Provision for a no¬ 
tice fixing “a date and place for an initial conference” was 
originally included in the Walsh Amendment, which re¬ 
quired that the conference be held within “60 days there¬ 
after” but neglected to state what “commenced” renego¬ 
tiation. One purpose of that provision, of course, was to 
require the renegotiation agencies to get the proceedings 
under way, at a time when the statute included no limita¬ 
tion period for “completion”. In the 1943 Act, Congress 
preserved the provision for a letter setting forth a time and 
place for “conference” but omitted the qualifying adjec¬ 
tive “initial” and any limitation as to the period within 
which the conference should be held, other than the newly 
added requirement that the proceeding be “completed” 
within one year after commencement. 

The requirement of a letter setting forth a time and place 
for “conference” was deliberately continued in the 1943 
Act in conformity with the announced statutory policy of 
requiring renegotiation by “agreement” so far as possible, 
a policy theretofore established in practice as disclosed in 
the extensive hearings preceding the enactment of the stat- 


21 


ute. See Hearings Before the House Committee on Ways 
and Means, H. R. 2324 etc., 78th Cong. 1st Sess., p. 138. 
Thus, in Section 403(c)(1) itself, in the very next sen¬ 
tence following the pertinent provisions defining a valid 
notice of commencement, the Congress provided: 

“At the conference, which may be adjourned from 
time to time, the Board shall endeavor to make a final 
or other agreement with the contractor or subcon¬ 
tractor with respect to the elimination of excessive 
profits received or accrued, and with respect to such 
other matters relating thereto as the Board deems ad¬ 
visable.” 

Although not directly involved, the further amendment 
of the statute to add a period of limitations for “comple¬ 
tion” should also be mentioned, as showing the full con¬ 
sideration by Congress of the limitations provisions and 
the importance attached to them. In the hearings and de¬ 
bates that led to the adoption of the Renegotiation Act of 
1943, one of the principal grounds for complaint against 
the renegotiation law as thus far administered was the in¬ 
ability of contractors to have their status settled. 

See Hearings Before the Committee on Naval Affairs, 
“Investigation of the Progress of the War Effort”, 
78th Cong., 1st Sess., Vol. 2, pp. 517, 1113. 

In its report, the House Committee on Naval Affairs stated 
(H. Rept. No. 733, 78th Cong. 1st Sess., p. 11): 

“We feel that the limitation provisions of the law 
are inequitable, however, in that even where the con¬ 
tractor has set the renegotiation machinery in motion, 
the Secretary may toll the running of the statute by 
merely initiating the proceeding, without the neces¬ 
sity of concluding it. We think that the statute should 
be amended so as to provide that once the rene¬ 
gotiation proceeding has been instituted, whether at 
the instance of the contractor or at the instance of 
the Secretary, the contractor’s liability for excessive 
profits shall be discharged if neither a renegotiation 
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agreement nor a unilateral determination by the Sec¬ 
retary has resulted within 14 months of the filing by 
the contractor.” 

In the House debate on the proposed revisions Mr. Vin¬ 
son, Chairman of the House Committee on Naval Af¬ 
fairs, expressly commended the new provision for a limita¬ 
tion period for completion of a proceeding: 

“Under the old law, there was no fixed time within 
which the departments were required to end a rene¬ 
gotiation proceeding once it had been begun. It could 
drag on indefinitely. This seemed to us unfair , and 
we recommended that some limitation be placed in 
the law. The Ways and Means Committee has pro¬ 
posed that the Board be required to bring a rene¬ 
gotiation proceeding to a conclusion within 1 year 
after its beginning. This is an excellent amendment 
and should be adopted.” (Italics supplied.) 

89 Cong. Rec. 9936. 

And Mr. Disney, of the Ways and Means Committee 
which reported the bill, added: 

“On page 113 we provide that once renegotiation 
is started it must be completed in 1 year. We want 
this business closed up.” (Italics supplied.) 

89 Cong. Rec. 9928. 

These amendments were thus the result of full consid¬ 
eration, and were deliberately designed to establish, so far 
as practicable, a definite and certain period of limitations, 
both for “commencement” and “completion” of renegotia¬ 
tion proceedings, and by means which furthered the stat¬ 
utory policy of enforcing renegotiation by “agreement”. 

The Administrative Construction 

The War Contracts Price Adjustment Board has con¬ 
sistently recognized the necessity of complying with the 
statutory requisites of Section 403(c)(1) for commence¬ 
ment. On April 19, 1944, the Renegotiation Regulations 
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adopted by the Board were published in the “Federal 
Register” (9 F. R. 4135). Renegotiation Regulation 108.2 
entitled “Commencement of a Renegotiation Proceeding” 
provided as follows: 

“The contractor or subcontractor will be given rea¬ 
sonable notice of the time and place for a conference 
with respect to renegotiation. The mailing of such 
notice by registered mail to the contractor or subcon¬ 
tractor constitutes the commencement of the renego¬ 
tiation proceedings * * *” 

The Board’s regulations included a form for commence¬ 
ment (RR 721) containing in the second sentence a plain 
statement as follows: 

“A conference with you with respect to this matter 
is hereby set for — at-.” 

The prior decisions 

The courts have likewise consistently held that the set¬ 
ting of a time and place for conference is an essential 
requisite of a valid statutory commencement under Section 
403(c)(1). Harold C. Buck v. WCPAB, supra; John B. 
Brady v. WCPAB, 11 T. C. 280; Oregon Brass Works v. 
WCPAB, 16 T. C. 1145; United States v. Wissahickon 
Tool Works, 99 F. Supp. 331 (S. D. N. Y.), affirmed 200 
F. 2d 936 (C. A. 2). 

In Buck, the Tax Court held invalid a purported notice 
of commencement which read as follows: 

“Information received in this office indicates that 
the profits realized or likely to be realized by your 
organization for your fiscal years 1942 and 1943 may 
be excessive. 

“This notice constitutes commencement of renego¬ 
tiation with your organization pursuant to said Act 
You are required (1) to acknowledge such com¬ 
mencement by executing and returning to this office 
not later than December 10, 1943 the enclosed ‘Ac¬ 
knowledgment of Commencement of Renegotiation* 
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and (2) to complete and file with this office not later 
than December 20, 1943 the information called for by 
the enclosed ‘Standard Form of Contractor’s Report’.” 

The court said (10 T. C. at 627): 

“* * * With respect to what should be regarded 
as constituting the commencement of renegotiation 
for the years ending after June 30, 1943, Congress 
was specific and did not leave the matter, as it had 
prior thereto, to interpretation by the renegotiating 
authority. It provided by Section 403(c)(1) that 
whenever, in the opinion of the Board, the amounts 
received or accrued under war contracts may reflect 
excessive profits, the Board shall give the contractor 
reasonable notice of the time and place of a confer¬ 
ence to be held with respect thereto and that the mail¬ 
ing of such notice, by registered mail, ‘shall constitute 
the commencement of the renegotiation proceeding.’ It 
is thus apparent that here we have the converse of 
the rule that where a statute is re-enacted without 
change, a regulation of long standing which interprets 
the statute must be regarded as having been approved 
by Congress in the reenactment of the statute. See 
Helvering v. Reynolds Tobacco Co., 306 U. S. 110. 
Here, Congress not only did not reenact the statute 
without alteration, but made definite and drastic 
changes, and the petitioner seeks to invoke those pro¬ 
visions favorable to its contention and to ignore those 
that are unfavorable.” (Italics supplied.) 

A separate question was raised in Buck , namely, whether 
Section 403(c)(1) should be construed as inapplicable to 
proceedings which were “commenced”, under prior law, 
for fiscal years ending after June 30, 1943, but before the 
passage of the Renegotiation Act of 1943 on February 25, 
1944. The majority concluded that this question was not 
presented because the record did not show on what date a 
notice for holding an initial conference had been sent or 
when the conference was held, or when the data and in- 
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formation requested was, in fact, filed (10 T. C. at 629). 
Four members of the Tax Court, however, dissented on 
the ground that Congress could not have intended the 
“commencement” provisions (as distinguished from those 
relating to “completion”) to apply to proceedings which 
might well have already been commenced under the prior 
law. 10 T. C. at 630. 6 

In Brady v. WCPAB, supra, where this question was 
squarely presented, the Tax Court held that the commence¬ 
ment of renegotiation under the 1942 Act for a fiscal year 
ended December 1, 1943, did not survive passage of the 
Renegotiation Act of 1943 and that mailing of a notice 
“of the time and place of the conference”, under Section 
403(c)(1) of the new Act, constituted a true date of com¬ 
mencement. The court stated (11 T. C. at 287): 

“In our opinion, this letter, sent by registered mail, 
for the first time notifying petitioner of a conference, 
constituted commencement of renegotiation of peti¬ 
tioner’s business under the 1943 Act. 

“Obviously it would be futile and an unnecessary 
waste of time and effort to require petitioner to resub¬ 
mit the data and information which he had previously 
submitted relative to his business operations as a ba¬ 
sis for renegotiation. The fact that renegotiating of¬ 
ficials and petitioner availed themselves of such data 
in the renegotiation under the 1943 Act did not de¬ 
prive the letter of October 9, 1944, above referred to, 
of its function as the commencement of renegotiation 
under that act.” (Italics supplied.) 

In United States v. Wissahickon Tool Works, supra, the 
court likewise held that a proceeding may be commenced 

5 The dissenting opinion stated: "* * * Congress must have known that 
it was not only possible, but probable, that renegotiation of some of 
those contractors had already commenced tinder the law as it existed 
prior to the amendment. It could easily have excluded such cases had 
it intended the limitation upon determination not to apply, absent a 
new notice sent by registered mail fixing a time and place for a 
conference. Obviously the renegotiators would not send a new notice 
by registered mail fixing a time and place for a conference. That 
would be wholly unnecessary and rather ridiculous where renegotia¬ 
tion had already commenced and perhaps one or more conferences 
had already taken place. • * *” 
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for all years ending after June 30, 1943, only as provided 
in Section 403(c)(1). In that case, the agency had sent a 
request for information and had held conferences with the 
contractor commencing in August 1943. Thereafter, it 
sent a notice of commencement setting forth a “time and 
place for a conference” on July 11, 1944. The contractor 
claimed that the proceedings had commenced in 1943, be¬ 
cause of the prior request for information and conferences, 
which constituted a valid commencement under the then 
existing law. The court rejected this contention and said 
(99 F. Supp. at 333): 

“Defendants’ contention that renegotiation proceed¬ 
ings were actually begun as early as August 6, 1943, 
seems to be based upon their assertions that a vast 
amount of accounting and other information was fur¬ 
nished by them to the Government, and renegotiation 
conferences held with representatives of the War De¬ 
partment Price Adjustment Board, long before July 
11, 1944, beginning as early as August 6, 1943— 
only six days after the close of their fiscal years. 
These facts, however, cannot be held to constitute 
the commencement of the statutory renegotiation pro¬ 
ceedings, in view of the provision in Subsection (c) 
(1) that the mailing by the War Contracts Price Ad¬ 
justment Board by registered mail to the contractor of 
a notice of the time and place of a conference to be 
held with respect to its alleged excessive profits, shall 
constitute the commencement of the renegotiation pro¬ 
ceedings. The statute is explicit, and sets forth the only 
manner by which the statutory renegotiation proceed¬ 
ings may be commenced” (Italics supplied.) 

Contrary to petitioner’s contention (Br. pp. 41-42), there 
is nothing in the decision which even suggests that these 
requirements may be ignored. A separate question was 
presented whether a notice otherwise complying with the 
requirements of Section 403(c)(1) was fatally defective be¬ 
cause it stated that the conference was with respect to the 
contractor’s “fiscal year ended December 31, 1943,” when. 
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in fact, the contractor’s fiscal year ended July 31, 1943. 
The court rejected the contention that this rendered the 
notice defective as “little more than a quibble” (99 F. Supp. 
at 333). As the Tax Court pointed out below, however, 
this ruling “did not involve any element which is set forth 
in the statute as one required to be included in the stat¬ 
utory notice of commencement” (J. A. 58). In this re¬ 
spect, all the statute required was a “reasonable notice” of 
a time and place of a conference, without defining what 
constituted a “reasonable notice”. Since admittedly the 
contractor was not misled, the notice given in Wissahickon 
plainly complied with the requirement of a “reasonable 
notice”. 

The “circumstances of this case ” 

Petitioner contends (Br. pp. 34-35) that, when the pur¬ 
ported notice of May 1, 1946, was sent, the parties had 
already held numerous conferences commencing with that 
of May 18, 1945, and most recently on April 30, 1946, 
that another was then scheduled for “this week”, and that 
“in these circumstances” the notice of a time and date for a 
conference was omitted from the letter of May 1, 1946, 
because of a “deliberate and reasonable determination that 
it would be superfluous to schedule a particular conference 
when in fact the parties were in the midst of such elabo¬ 
rate negotiations and meetings. Cf. Harold F. Buck v. War 
Contracts Price Adjustment Board, 10 T. C. 623, 630 
(dissenting opinion).” 

The argument is without force. We have no quarrel, of 
course, with the principle invoked by petitioner (Br. p. 
40) that the “plain meaning” of a statute is not necessarily 
controlling if it leads to an “absurd” result or one “plain¬ 
ly at variance with the policy of the legislation as a whole”. 
United States v. American Trucking Ass’n, 310 U. S. 534, 
543-544. But where, as here, the purpose of the statute is 
plainly disclosed by its terms—the most “persuasive evi¬ 
dence” of congressional intent—and the purpose thus dis¬ 
closed is explicitly confirmed by the legislative history, the 
enforcement of the statute according to its “plain terms” 
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could hardly be “absurd” or “at variance” with the pur¬ 
pose of the statute as a whole. United States v. American 
Trucking Assn, loc. cit. supra. 

If the “circumstances of this case” (Pet. Br. p. 32) may 
be considered, however, they plainly confirm that the stat¬ 
ute should be enforced as written. A notice given in com¬ 
pliance with the terms of Section 403(c)(1) has the effect, 
of course, of providing for an actual conference, and a 
case could arise in which such a conference would not be 
immediately necessary because of the progress made in 
prior proceedings. In such a case, as petitioner itself insists 
(Br. p. 37), a valid notice of a time and place of a con¬ 
ference may be accompanied by a letter that the desig¬ 
nated meeting may be canceled by agreement if it proves 
unnecessary; such a notice expressly fulfills the statutory 
requisites. Oregon Brass Works v. WCPAB, 16 T. C. 1145. 

It is a complete non sequitur to argue, as petitioner does 
(Br. pp. 37-38), that “conversely there is no reason to 
insist that * * * the letter of commencement must incorpo¬ 
rate reference to a conference when, in fact, the parties 
are in the midst of meetings and conferences”. A conclu¬ 
sive reason for so insisting is that to hold otherwise would 
not only ignore the plain terms of the statute but would 
substitute for the certainty intended by Congress the grave 
doubts arising from conflicting evidence relating to alleged 
conferences. 

The vice of petitioner’s argument is plainly shown by 
the “circumstances of this case”. Contrary to petitioner’s 
assertion (Br. p. 37), there is nothing in the record what¬ 
ever concerning the conference of April 30, 1946, other 
than that it concerned “Micromatic” (J. A. 57, 70). The 
meeting in Minneapolis on May 7, 1946, to which peti¬ 
tioner also refers (Br. p. 35), was originally intended to 
be held “without the presence of Mr. Griswold or any of 
his employees”, and Northwest’s representatives were 
thereafter permitted to attend only when Mr. Griswold 
called Mr. Browning on May 7 (J. A. 143-144). There is 
thus substantial evidence for the Tax Court’s finding that 
neither of these two alleged meetings was a “conference” 
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within the meaning of Section 403(c)(1) (J. A. 57). 

The essential point, however, is that the intended cer¬ 
tainty as to the time of commencement could not be 
achieved if the effect of the purported notice were to de¬ 
pend on debatable inferences from such evidence. As the 
Tax Court stated in its concluding comment on these 
two meetings, “It is manifest that the only manner in which 
a renegotiation proceeding may be commenced is that pro¬ 
vided in said section” (Sec. 403(c)(1)) (J. A. 57). 
Quite plainly, it is the petitioner and not the “Tax Court” 
which, to use petitioner’s words, “overlooks the fact that 
under the statute it is not the conference, but the letter, 
which commences renegotiation” (Pet. Br. p. 37). 

Assuming, moreover, that a “conference” was in fact in 
contemplation when the letter of May 1, 1946, was sent, 
there is no good reason why the same could not have been 
scheduled by a formal notice of commencement incorpo¬ 
rating the time and place for the conference. 

The fact that earlier prior conferences were also held, 
commencing with that of May 18, 1945, likewise affords 
not the slightest basis for ignoring the statutory require¬ 
ment for a valid notice. The fact that such conferences 
were held in no wise indicates that further conferences 
were not required in the course of the renegotiation pro¬ 
ceedings, or that it would be absurd or futile to specify in 
the notice itself the time and place for such a further con¬ 
ference. The “conference” to which Section 403(c)(1) 
refers, is not limited to an “initial” conference, as was that 
prescribed in the Walsh Amendment. The dissenting opin¬ 
ion in the Buck case, which petitioner curiously enough 
invokes (Br. p. 35), certainly does not support petitioner’s 
position. On the contrary, the theory of the dissenting 
opinion in that case could only support an argument that 
the renegotiation proceedings as to Northwest, if ever 
duly commenced, were so far commenced by May 18, 1945 
as to require the renegotiation agency to “complete” rene¬ 
gotiation within one year thereafter. 

Petitioner is thus reduced to the contention (Pet. Br. p. 
39) that, regardless of any other “circumstances of this 
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case”, the purported notice of May 1,1946, provided “with¬ 
in its four corners all the certainty as to commencement of 
renegotiation which Congress desired to achieve” because 
it stated in terms that it “constituted commencement of re¬ 
negotiation”. 

The short answer is that, as Congress deliberately se¬ 
lected the specific method for commencement set forth in 
Section 403(c)(1) and the plain terms of the statute are 
in precise accord with the legislative purpose, the courts 
“are not free, under the guise of construction, to amend the 
statute”. Pillsbury v. United Engineering , 342 U. S. 197, 
199. 

The statute should thus be enforced according to its 
terms were its purpose solely to fix with certainty the time 
of commencement. Surely such is the conclusion required 
where that purpose was coupled with the further policy of 
administering renegotiation by “agreement” in “confer¬ 
ence”, and both can best—indeed, only—be accomplished 
by enforcing Section 403(c)(1) according to its terms. 6 

The conclusion would be the same even were it true, as 
petitioner asserts (Pet. Br. pp. 33, 43, 60), that North¬ 
west was in no wise “misled” or “injured” by the omission 
of a place and time for conference from the letter of May 
1, 1946. It is sufficient that the statutory language is plain 
and clearly expresses the intent of Congress, and that, in¬ 
deed, the intent of Congress cannot be completely achieved 
save by enforcing the statute according to its terms. 

A further and equally conclusive answer, however, is 
that Northwest was prejudiced by the omission from the 

® Moreover, in view of the explicit provisions of the statute, the mere 
statement in a purported notice that “this notice constitutes com¬ 
mencement of renegotiation proceedings” could not accomplish the 
intended certainty in any event. As petitioner recognizes, “there is no 
necessity” so far as the statute is concerned “that the notice sent pur¬ 
suant thereto in any way advise that the conference thus set consti¬ 
tuted commencement”: this becomes clear “only by reference to the 
provisions of the statute” (Pet. Br. p. 39). Since the statute does not 
say that such effect should be given to a mere statement that the 
notice "constitutes commencement”, a notice containing such a state¬ 
ment and nothing more obviously could not achieve that result with 
any certainty or—save by judicial “amendment”—at all. This is 
plain enough from the decision in Buck, supra, in which the Tax 
Court, at petitioner's behest, held that a notice containing such a 
statement was not a valid notice of commencement under Section 
403(c)(1). 
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letter of May 1, 1946. At the time the letter was sent, it 
was contemplated that Mr. Cahill, of Chicago PAD, was 
to proceed to Minneapolis for a meeting “this week” (Ex. 
R, J. A. 180). Mr. Cahill’s understanding, however, was 
that he was to meet with the accountants, Peat, Marwick 
& Mitchell, at “their office” and insisted that the meeting 
be held “without the presence of Mr. Griswold or any of 
his employees” (J. A. 144). It was only when Mr. Griswold 
threatened that he “would not go through with the audit” 
and called Mr. Browning, that the arrangement was changed 
so as to hold the meeting at Northwest’s plant in the pres¬ 
ence of Mr. Griswold and his employees (J. A. 144). In 
the circumstances, it can scarcely be doubted that the 
omission of a time and place of conference from the letter 
of May 1, 1946, was “deliberate”, as petitioner indeed in¬ 
sists (Br. p. 35), and for the reason that Chicago PAD, 
in “deliberate” defiance of the statute, then intended to ex¬ 
clude Northwest from the “conference” to be held with the 
accountants. The letter follows in haec verba the form 
recommended for a notice of commencement in the rene¬ 
gotiation regulations (RR 721, infra , p. 60), except that 
it deliberately omits to set a time and place for a confer¬ 
ence. This was consciously done and for no apparent rea¬ 
son, excepting that on May 1, 1946, Chicago PAD in¬ 
tended to confer with the accountants alone “without the 
presence of Mr. Griswold or any of his employees.” 

For more than a decade the Board and the Tax Court 
have administered and construed Section 403(c)(1) ac¬ 
cording to its terms. The Department of Justice, as the 
Board’s enforcement agency, has uniformly insisted that 
nothing else will satisfy the statutory requirements and has 
successfully enforced renegotiation orders against contrac¬ 
tors on that basis. This construction is in accord with the 
plain language of the statute and its legislative history, 
and in no wise leads to incongruous results, certainly not 
in the circumstances of this case. There is no occasion to 
depart from that construction simply because, as litiga¬ 
tion under the Act of February 25, 1944, draws to a close, 
one case has arisen in which that construction serves to 
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protect the contractor. Congress could, of course, eliminate 
the requirement of a notice of a time and place of a 
conference and substitute therefor a provision that “re¬ 
negotiation proceedings shall be commenced by the mail¬ 
ing of notice to that effect, in such form as may be pre¬ 
scribed by regulation” as it did in the Renegotiation Act of 
1951 (65 Stat. 12). But the power to amend the statute 
belongs to Congress and not to the courts. 

B. Northwest's Report Was Duly Filed Not Later Than 
February 11, 1946, And as Early as May 4, 1945, And 
the Letter of April 21, 1947, was Therefore Sent More 
Than One Year After the One-Year Period Prescribed 
by Section 403(c)(3) For Commencement 

The Tax Court found that Northwest’s Report was duly 
completed and filed no later than February 11, 1946 (J. 
A. 60). This finding is plainly supported by substantial 
evidence. As we show in Point IB2, moreover, the Report 
was duly filed on May 4, 1945, when it was originally re¬ 
ceived by Chicago PAD. 

It should be observed at the outset that, as the Tax 
Court pointed out, the filing of the Report is only a “pre¬ 
liminary step” in the renegotiation process to enable the 
appropriate authorities to determine whether the contrac¬ 
tor “may” have received excessive profits, and, if so, to 
commence renegotiation (J. A. 61). 

This conclusion, which petitioner nowhere controverts, 
is required by the terms of the statute itself. As the Tax 
Court observed, the statute gives the Board one year after 
the filing in which to commence and another in which to 
complete renegotiation, and requires the contractor to fur¬ 
nish the Board, in addition to the financial statement, “such 
additional information and data as is necessary to com¬ 
plete renegotiation” (J. A. 61). 

The regulations issued by the Board independently re¬ 
quire the same conclusion. Under the Board’s regulations, 
the report is merely “preliminary information required of 
contractors” (RR 222, 701; infra pp. 55, 58), to pro¬ 
vide the basis for a determination whether “renegotiation 
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proceedings will be commenced” or “further renegotiation 
proceedings will be necessary” (RR 702.1, 702.2; infra 
pp. 58-60). The contents of the “preliminary” report were 
accordingly limited to a brief outline of financial and other 
data, including only an “estimate” of the contractor’s total 
and renegotiable business (J. A. 151) and allowing as 
much as a 5% difference between the profits stated in 
the report and those given in the contractor’s federal in¬ 
come tax return for the same year (J. A. 152). 

The additional data which the Board deemed necessary 
if further proceedings were required was set forth in elabo¬ 
rate detail in the lengthy so-called “Contractor’s Informa¬ 
tion and Work Sheet for Renegotiation”, a form “ordi¬ 
narily” used “where it is contemplated that formal rene¬ 
gotiation proceedings will be carried to conclusion” (RR 
224, 722; infra pp. 56, 61). 

Significantly, neither the amount of “inter-company busi¬ 
ness” nor the “basis of setting inter-company prices” was 
called for by Item XIII or any other item of the preliminary 
report, but both were specifically listed among the data to 
be supplied in the “Contractor’s Information and Work 
Sheet” (RR 722; infra pp. 65, 68). 

It is thus “evident”, as the Tax Court concluded, that 
the report is not required to “supply every detail of data 
and information which might ultimately be necessary to 
successfully complete a renegotiation proceeding before the 
period for commencement of such proceeding begins to 
run” (J. A. 61). 

This conclusion, incidentally, is wholly in accord with 
the Tax Court’s separate holding that the “specific stat¬ 
utory standards or requirements” (J. A. 58) of Section 
403(c)(1) provide “the only manner in which a rene¬ 
gotiation proceeding may be commenced” (J. A. 57). 
Both were rested on the purpose of applicable statutory 
provisions, as manifested by their “plain terms” and other 
relevant evidence of legislative intent, and not, as peti¬ 
tioner suggests (Br. pp. 14, 59-60), on a “broad” or a 
“narrow” interpretation of the Act, a loose and meaning¬ 
less criterion nowhere invoked or even mentioned by the 
Tax Court. 
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I. Northwest*s financial statement was completed and duly 
filed not later than February 11, 1946 

All the financial data submitted in Northwest’s Report, 
as originally filed on May 4, 1945, was “correct” and 
“full and complete” (J. A. 100, 101). Mr. Raymond 
Baker’s testimony to this effect (J. A. 100, 101) was not 
and could not be contradicted by petitioner. No adjust¬ 
ment to Northwest’s figures was ever made after May 4, 
1945, except that the “estimate” of $15,710.71 for claims 
on terminated contracts included in Item IV of the Report 
(J. A. 101, 151) was ultimately liquidated at $15,615.17 
(J. A. 100), a trifling change. 7 The statement called for 
by Item XIII of the Report was submitted on February 

II, 1946 (J. A. 103, 173). 

Measured by any standard, Northwest’s Report was thus 
complete and duly filed no later than February 11, 1946, 
even though it did not then include—and by the terms of 
the statute and the Board’s regulations—was not required 
to include the additional detailed records necessary to 
verify its accuracy and thus refute Bliss’ unfounded charges. 

Respondent’s sole contention to the contrary is that in 
the Report originally filed, Mr. Griswold represented that 
the statements contained therein were “true and correct” 
to the “best of my knowledge and belief”; that the accuracy 
of Northwest’s Report was questioned because of charges 
made by one J. J. Bliss in a conference with Chicago PAD 
on December 12, 1945; that on January 3, 1946, and be- 

7 The reason, presumably, that petitioner did not attempt to contra¬ 
dict Mr. Baker’s testimony is that the financial data in Northwest’s 
Report was adopted by the renegotiation agency as the basis for its 
order of April 30, 1947. Northwest’s Report and the attached Profit 
and Loss Statement show gross sales $2,013,745.78, and cost of goods 
sold $1,511,001.49 (J. A. 156). The renegotiation agency adopted the 
same figures, except that its figure for total sales was $2,029,000 
(J. A. 139). The difference between this figure and that supplied by 
Northwest is exactly $15,000 (omitting hundreds). Similarly, the fig¬ 
ure of $406,000. submitted in Northwest’s Report for profit before 
taxes (J. A. 157) was just $15,000 less than that of $421,000 adopted 
by the agency (J. A. 139). This difference represents the amount ulti¬ 
mately allowed Northwest on termination of renegotiate contracts 
(J. A. 100). In the original report, Northwest set this figure at $15,- 
710.71 (J. A. 151) but did not accrue it as income on the attached 
statement because the exact amount had not then been determined 
(J. A. 99). By September 21. 1945, however, the amount had defenitely 
been determined as $15,615.17 (J. A. 100). 
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fore Northwest’s Report was completely filed on February 
11, 1946, Griswold “revoked or at least suspended” his 
affirmation of the accuracy of Northwest’s Report, by ad¬ 
vising Chicago PAD that the Report was not accurate and 
agreeing on a method to resolve the question of its ac¬ 
curacy; and that he did not thereafter notify Chicago PAD 
of his intention to stand on the Report as filed until July 
3, 1946 (Pet. Br. pp. 4^45, 58). 

The Tax Court found against petitioner’s contention (J. 
A. 60-61) and its finding is plainly supported by substan¬ 
tial evidence, Stockton Harbor Indus. Co. v. C. I. R., 216 
F. 2d 638, 640 (C. A. 9); Collins v. C. I. R., 216 F. 2d 
519, 521 (C. A. 1). 

At most, charges were made by Bliss before February 
11, 1946, which, if true, would have reduced the income 
of Northwest and increased that of Micromatic as of April 
30, 1945. Bliss had been an equal partner with Griswold 
in Micromatic from August 21, 1944, until April 30, 
1945, when the partnership was terminated by Griswold. 
An audit was prepared of the affairs of Micromatic as 
of April 30, 1945, which showed that Bliss* one-half in¬ 
terest in that business was worth $45,000 (J. A. 231). 
Bliss refused to accept this sum in payment for his interest 
and commenced an action against Griswold for an account¬ 
ing. The action was ultimately tried and judgment entered 
against Bliss on “each and every one of his claims” in 1949 
(J. A. 110). 

Bliss* charges were the subject matter of three confer¬ 
ences held on December 12, 1945, January 3, 1946, and 
April 4, 1946. An analysis of each of those conferences 
clearly confirms the Tax Court’s finding that petitioner’s 
claim of revocation is unfounded. 

The conference of December 12, 1945 

Bliss and his attorney, Mr. Ewing, met with Chicago 
PAD on December 12, 1945, and there charged that North¬ 
west’s records were inaccurate and that Micromatic’s in¬ 
come was understated (J. A. 240, et seq.). The burden of 
Bliss’ claims was that on a correct accounting, “the in- 
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come of Northwest as reported” to Chicago PAD “was 
excessive and that a portion of that income should be 
allocated to Micro instead” (J. A. 95) because a sub¬ 
stantial part of Micromatic’s production was for North¬ 
west’s account, after a fire at the latter’s plant in February 
1945, but Northwest was never billed therefor (J. A. 242, 
251). 

Petitioner’s statement that at “this meeting” it “became 
evident” that “in many instances Griswold had been indis¬ 
criminate in his allocations of charges and receipts of the 
two companies” (Br. p. 45) is surely unwarranted. At the 
time of this conference Bliss was no longer an employee of 
Northwest (J. A. 36), and, as Chicago PAD then knew, 
was engaged in a bitter lawsuit with Griswold (J. A. 36, 
60-61). Thus, no claim can properly be made that Bliss’ 
charges were in any way binding on Northwest. 

Bliss’ charges were particularly unreliable since the per¬ 
son who furnished him and his attorney with their “in¬ 
formation” was admittedly a “liquor addict” and “Griswold 
discharged him because he was drunk” (J. A. 242-243). 
The agency might properly conclude, of course, that it 
could not safely ignore the charges without “substantiation 
of the audit” and that the data thus far submitted was 
“inadequate” for that purpose (J. A. 243). But North¬ 
west’s Report was not rendered insufficient for that rea¬ 
son, since it supplied all the financial data called for, and 
was certainly not required, of course, to attach Northwest’s 
books of account, much less its detailed original records 
and those of Micromatic from which alone the accuracy 
of the Report could be verified. 

The conference of January 3, 1946 

On January 3, 1946, Chicago PAD held a conference 
on “Micromatic” with Mr. Griswold and his accountant 
in Chicago (J. A. 229). Nothing said by Griswold at that 
conference in any wise reflected on the accuracy of North¬ 
west’s Report. 

First, contrary to petitioner’s contention (Br. pp. 51-52) 
there were no “discrepancies” in Northwest’s Report dis- 
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closed at the meeting of January 3, 1946, and Griswold 
nowhere “admitted that he could not supply the necessary 
information” as to the disputed inter-company account be¬ 
tween Micromatic and Northwest (Br. pp. 50-51). Gris¬ 
wold’s offer to furnish audits on that subject (J. A. 237- 
238), to which petitioner refers (Br. pp. 49-50), was ob¬ 
viously consistent with his belief that the audits, when 
furnished, would confirm the accuracy of Northwest’s Re¬ 
port. 

Secondly, Griswold nowhere stated that the “estimates” 
of Northwest’s business and profits given in its report were 
inaccurate or that the audits in preparation would so show. 
He expressly stated that, contrary to Bliss’ charges, Micro¬ 
matic had in fact been “paid for everything they did” (J. 
A. 232). 

Griswold added that, depending on the outcome of the 
new audits (J. A. 238), “Bliss may find instead of having 
$45,000 coming”—as shown by the first audit of Micro¬ 
matic (J. A. 231)—“he hasn’t” and “Micromatic owes 
Northwest money” (J. A. 232, 233). But the possibly ad¬ 
ditional liabilities of Micromatic to which Griswold referred 
in no wise reflected on the accuracy of Northwest’s Report. 
Of the five items mentioned by Griswold in this connection 
only one was said to involve a possible indebtedness of 
Micromatic to Northwest and, if substantiated, would have 
increased Northwest’s “estimate” of renegotiate business 
by less than 1 %, and then only if judgment were recovered 
therefor in future litigation. 

The first item Griswold mentioned was “$25,000 worth 
of brass * * * they (Micromatic) still owe” (J. A. 232), 
an obligation of Micromatic to its own suppliers for “ma¬ 
terial” (J. A. 234) with which Northwest was in no way 
concerned, and which related, moreover, to “one of the 
terminations” (J. A. 232) made after 1944, the year un¬ 
der renegotiation (J. A. 232, 233). He then referred to 
“penny ante items” for “trucking” and for “credit given to 
Northwest, where it should have gone to Micromatic and 
vice versa” for “scrap” (J. A. 233). But there was no sug¬ 
gestion that the credits for scrap, when balanced out, would 
affect the “estimates” of Northwest’s income already given. 
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and in fact the “(Griswold) Signal Company”—not North¬ 
west—“furnished all trucks” (J. A. 219). Griswold fur¬ 
ther stated that $10,000 of Bliss’ expense accounts, 
charged equally to Northwest and Micromatic, were “not” 
bona fide and that he intended to “sue” Bliss therefor (J. 
A. 236, 237), a claim which could in no case be accrued 
as income until judgment was recovered against Bliss. No. 
Am. Oil Consolidated v. Burnet, 286 U. S. 417, 423- 
424; London-Butte Gold M. Co. v. C. /. R., 116 F. 2d 478 
(C. A. 10). 

Finally, Griswold stated that “I think we will show that 
Micromatic owes Northwest money” because “we found 
$138,000 worth of payroll there that they (Micromatic) 
got plus 10%” (J. A. 233) on inter-company sales to 
, Northwest, and claimed that the 10% charge was “unfair” 
(J. A. 232). Griswold explained, however, that the pay¬ 
ments thus made to Micromatic were strictly in accord with 
Northwest’s “records on every job”, that its records cor¬ 
rectly reflected an established arrangement whereby inter¬ 
company purchases by either company were based on “di¬ 
rect labor” plus “10% ”, the companies each furnishing 
“their own materials” (J. A. 232), and that the arrange¬ 
ment was joined in by Northwest without any suggestion 
of mistake or overreaching “because it helped Northwest” 
(J. A. 232). At most, Griswold claimed that the arrange¬ 
ment proved to be “unfair” (J. A. 232) because Micro¬ 
matic for long had no overhead while Northwest did (J. 
A. 252). 

It is not evident on what ground an arrangement thus 
made could be set aside as to Bliss, who had no interest in 
Northwest but was an equal partner and manager of 
Micromatic (J. A. 28, 252). Cf. Pomeroy’s Equity Juris¬ 
prudence (5th Ed.), Sec. 926. Certainly Griswold could 
affirm that Northwest’s current financial statements re¬ 
mained accurate “to the best” of his “knowledge and be¬ 
lief’ until judgment were recovered against Bliss, No. Am. 
Oil Consolidated v. Burnet, 286 U. S. 417, 423-424; Lon¬ 
don-Butte Gold M. Co. v. C. /. R., 116 F. 2d 478 (C. A. 
10). In any case, Northwest was required at most to in¬ 
clude in the Report only its actual income and expense. As 
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previously shown, it was only in a later stage in the pro¬ 
ceedings that a contractor was called upon to furnish data 
as to the amount of “inter-company business” and the 
“basis of setting inter-company prices”, from which the re¬ 
negotiation agency could determine, before completing the 
proceedings, whether such business adversely affected the 
contractor’s renegotiable earnings. See supra , p. 33. 

Plainly, this record affords no warrant whatever for pe¬ 
titioner’s assertion (Br. p. 48) that Griswold had often 
treated the companies in which he was interested as “prac¬ 
tically interchangeable” and made “no attempt to appor¬ 
tion charges or costs realistically”. The inter-company deal¬ 
ings were not in the least “complex”, as petitioner sug¬ 
gests (Br. p. 47), and involved only three items, two of 
which, trucking and scrap, were said to be “penny ante 
items” (J. A. 233), while the other, inter-company pur¬ 
chases, was handled on the “same basis” of “direct labor” 
plus “10% ” by both Micromatic and Northwest (J. A. 
232). 

Third, in view of the foregoing, it was clear that the 
items to which Griswold referred could be disregarded for 
purposes of renegotiation, and Griswold expressly so 
stated, as appears from the following colloquy: 

“Mr. Browning: Well, these figures are sufficiently 
accurate so that you are willing to rely on the state¬ 
ment of renegotiation. 

Mr. Griswold: So far as I am concerned, we are 
willing to settle for expenses. If it comes out even, we 
are satisfied. We don't care anything about it ax air 
(J. A. 239). (Italics supplied.) 

The fact is, as Griswold made clear at the conference, that 
the possible claims against Micromatic to which he re¬ 
ferred were for use only in the “court” and then only if 
Bliss’ “attorneys intend to fight the case”, it being Gris¬ 
wold’s “personal opinion * * * that they never will fight 
it” (J. A. 238). Plainly, it was Griswold’s genuine “be¬ 
lief’ that Northwest’s current financial statements were 
correct until the “court” should otherwise decide. 
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Finally, it is undisputed that the “audits” referred to in 
the conference of January 3, 1946, were submitted on 
February 11, 1946 (Pet. Br. p. 52, J. A. 173), and the 
testimony is uncontradicted that the audits submitted Feb¬ 
ruary 11, 1946, did not in any way affect or modify the 
figures originally submitted in the report filed May 4, 1945 
(J. A. 104-105). Petitioner makes no claim to the con¬ 
trary. These figures, as previously shown, were accurate in 
all respects, as Mr. Baker testified without contradiction 
(J. A. 100-101). 

Thus, if Griswold ever “suspended” his affirmation of 
the data in Northwest’s Report, he reaffirmed it not later 
than February 11, 1946, the same date on which North¬ 
west filed the statement called for by paragraph XIII of 
the Report (J. A. 103) and on which date at the latest, so 
the Tax Court found. Northwest’s Report was completed 
and duly filed (J. A. 59, 60). 8 

The conference of April 4, 1946 

As Northwest’s Report was thus duly filed and complete 
on February 11, 1946, it is unnecessary to consider what 
transpired thereafter. Petitioner’s sole contention is the un¬ 
founded one that Griswold revoked the Report before Feb¬ 
ruary 11, 1946 (Pet. Br. pp. 44-52). 

In any case, the record conclusively shows that the only 
alleged “discrepancy” in Northwest’s Report discussed at 
the conference of April 4, 1946, or to be investigated by 
further audit, was one tentatively asserted by Chicago PAD 

8 There is evidence that the audits referred to by Mr. Griswold as then 
in preparation were the annual audits for the year 1945 (J. A. Ill, 
85-86), and hence could affect only the inter-company account be¬ 
tween Northwest and Micromatic for the last four months of the 
latter’s fiscal year ending April 30, 1945, but not the year 1944, the 
one under renegotiation. Respondent so contended in the court below, 
but the Tax Court made no finding as to the year .covered by the 
audits referred to at the meeting of January 3, 1946, which Griswold 
agreed to supply (J. A. 37). Since the conclusion is not affected we 
are willing for purposes of argument to assume that petitioner is 
right in asserting that the audits transmitted by Northwest and 
received by Chicago PAD on February 11, 1946 were, in fact, the ones 
referred to by Griswold at the meeting of January 3, 1946 as then in 
preparation. If so, the audits furnished on February 11, 1946 com¬ 
pletely confirmed the accuracy of the data submitted by Northwest 
on May 4, 1945, and their filing thus reaffirmed, as of February 11, 
1946, at the latest, Griswold’s intention to stand on the original report, 
if indeed his intention to do so was ever in doubt. 
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and expressly denied by Griswold. The statement in Peti¬ 
tioner’s Brief (p. 52), that “an examination of these au¬ 
dits” submitted on February 11, 1946, “apparently re¬ 
vealed that the questions with respect to the accuracy of 
the figures had not been answered”, is wholly misleading. 
The only question “not answered” was one as to an al¬ 
leged discrepancy asserted by Chicago PAD and cate¬ 
gorically denied by Griswold. 

At the meeting of April 4, 1946, Chicago PAD’s repre¬ 
sentatives stated that, on the basis of their own investiga¬ 
tion made sometime after the audits were received, there 
was an apparent “difference between the actual produc¬ 
tion going through Micromatic and the sales of some 
$464,000” and “no billings at all for work performed by 
Micromatic after 31 December 1944” (J. A. 216, 217), 
and asked Griswold to “account” for this (J. A. 217). 

Mr. Griswold denied that there was any such discrep¬ 
ancy. He stated (J. A. 217, 221): 

“I can’t account for that because I don’t think it 
is so * * *. There isn’t any discrepancy as far as I’m 
concerned * * *. You haven’t got into it thoroughly to 
find out * * *. It is right, if you go into it right. If you 
get your record right * * *.” 

The alleged discrepancy thus denied by Griswold was 
substantially the only question raised at the meeting of 
April 4, 1946, with respect to Northwest’s Report. Only a 
passing reference was then made to any possible counter¬ 
claim by Northwest against Micromatic and none which 
in any wise called in question the accuracy of Northwest’s 
Report. 9 


» In the entire 27 pages of Ex. W, on file but only partly printed in 
the Joint Appendix (J. A. 216-229), there is scarcely a page which 
even touches on any items mentioned by Griswold as possible offsets 
to Bliss’ claims. Griswold stated that “(Griswold) Signal Company 
furnished all the trucks” (J. A. 219), thus indicating that any claim 
for "trucking expense” was owing to Griswold Signal Company, not 
Northwest. He further said that “Micro still owes some $32,000 they 
weren’t billed for” (J. A. 220), an obvious reference to amounts owing 
by Micromatic to its own suppliers, as in the case of the $25,000 item 
previously mentioned at the conference of January 3, 1946 (J. A. 232). 
He added that, while a notation was supposed to be made where “the 
stuff (scrap) was picked up” the records were not “exact because 
the Signal Company furnished all the trucks and they (Micro) never 
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It is wholly immaterial that, as the Tax Court found, at 
some time after May 7, 1946, Griswold tentatively agreed 
to have audits made of Micromatic, Northwest and other 
companies in which Griswold was interested (J. A. 41). 10 
The audits which Chicago PAD requested related solely 
to the alleged discrepancy between Micro’s sale and pro¬ 
duction records—which Griswold had categorically denied 
—as appears from the following colloquy (J. A. 222): 

“Mr. Browning: Would you have an audit made 
—and it seems to me to take in all your companies. 

Mr. Griswold: You already have all of them. 

Mr. Browning: That is simply on the basis of the 
balance sheet we want an audit to find the produc¬ 
tion, sales and inventory.' 1 (Italics supplied.) 

The subsequent developments confirm that this was the 
only question which Chicago PAD wanted explained. Mr. 
Cahill was sent to Minneapolis on May 7, 1946, to con¬ 
fer with Peat, Marwick, Mitchell & Co., the auditors ten¬ 
tatively suggested to make the examination, and “for the 
express purpose of explaining” to them the “specific prob¬ 
lems with which we (Chicago PAD) are concerned” (J. 
A. 194). As Mr. Cahill’s report of his meeting with the 
auditors on May 7, 1946, makes clear, he directed the 
auditors to make an examination solely into the alleged 


paid for trucking expense” and “you can’t keep exact records” of 
scrap (J. A. 219, 220) because of the problems of storing and market¬ 
ing it (J. A. 219, 220), but nowhere suggested that any inaccuracies in 
this respect would affect the “estimate” of Northwest’s income in its 
Report. Finally, he commented that, as to “these services that were 
performed by Northwest or whoever it was”, that “will all come out 
in the case’’ (J. A. 223), an indication that the fairness of inter-com¬ 
pany prices might be questioned in the pending litigation. For rea¬ 
sons already stated, this in no wise qualified Griswold’s affirmation 
that the data given in Northwest’s Report was true to the “best” of 
his then “knowledge” and “belief”. See supra, pp. 38-39. 


io The Tax Court did not find whether the year 1944 was to be covered 
by the audit of Northwest, and the record is uncertain on this point. 

The transcript of the meeting of April 4, 1946 contains statements ’■*' 
indicating that the audits requested by Chicago PAD would include 
the year 1944 (J. A. 226). But Mr. Browning also referred to the year 
“1945” (J. A. 224), and in his subsequent letter to Griswold of June 
24, 1946, Browning construed the alleged agreement as one for an 
audit as to Micromatic and to include Northwest and Griswold Signal 
for “1945” (Ex. CC, J. A. 193). 
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discrepancy between Micromatic’s sales and production 
records. Mr. Cahill’s report of that meeting states: 

“I furnished Mr. Solstad our analysis of the dif¬ 
ference in sales and production and the analysis of 
raw material to be accounted for as of 30 April 1945). 
I explained to Mr. Solstad and the others present 
at the meeting the method which this office used in 
determining sales amounting to $463,000, unac¬ 
counted for, and also the method in computing the 

raw material to be accounted for as of 30 April 1945. 
* * * 

“At the meeting I also told Mr. Solstad that it 
would be necessary to look into the inter-company 
transactions, since it is felt that possibly Micromatic 
had produced parts for the affiliated companies and 
had failed to bill the affiliated companies for these 
parts, and it is believed that this $463,000 is made up 
of this type of transaction” (J. A. 145, 147). 

Nowhere in the report is there any suggestion that a study 
was requested of the amounts possibly owing from Micro¬ 
matic to Griswold Signal for “trucking expense”, or to North¬ 
west because of any “unfair” inter-company prices. 

It need only be added that, contrary to petitioner’s as¬ 
sertion, Chicago PAD was not “relying on Griswold’s 
promise to provide new figures or otherwise explain the 
apparent discrepancies” when “the agency in effect sus¬ 
pended renegotiation proceedings until that data was sup¬ 
plied” (Br. pp. 53-54). Most certainly Chicago PAD did 
not rely on any undertaking by Griswold to postpone 
“commencement” of renegotiation. On the contrary, and 
even before the date when Griswold finally agreed to make 
the audits as fixed by the Tax Court’s findings (J. A. 41), 
Chicago PAD sent Northwest the purported notice of com¬ 
mencement of May 1, 1946 (Ex. Q, J. A. 178). 11 

ii Indeed, on April 4, 1946, Chicago PAD considered that Northwest’s 
“Standard Form was filed” on "4 May 1945” and that by reason of 
conferences held thereafter it had to “complete renegotiation for this 
year” (J. A. 228). If any request for an extension of time was made 
at the meeting of April 4, 1946 relating to Northwest, as distinguished 
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Furthermore, when Treasury Price Adjustment Board 
refused to cancel the notice of April 21, 1947, calling for 
“a final renegotiation conference” (J. A. 212), its refusal 
was grounded not on any claim that the year for com¬ 
mencement was still open by reason of suspension of the 
filing of the Report, but solely on the claim that the “Let¬ 
ter May 1, 1946, started renegotiation” (J. A. 215). Ob¬ 
viously, on that basis alone, the conference was set for 
April 30, 1947, the last day of the year for completion 
computed from May 1, 1946. 

2. Northwest’s Report was duly filed on May 4, 1945 

Northwest’s Report, as filed on May 4, 1945, was com¬ 
plete in all respects save that the statement called for by 
Item XIII was omitted. Contractors who had received a 
“clearance” in prior years were not required to fill out 
Item XIII (J. A. 152). Northwest in good faith believed 
that the notice of “cancellation” which it had received for 
the year 1943 (Ex. Q, J. A. 139) constituted such a 
“clearance” (J. A. 31, 59), and correctly stated the name 
and address of the agency from which the notice had been 
received (J. A. 152). As the Tax Court pointed out (J. 
A. 59-60), the Agency never sent Northwest any “notice 
of insufficiency” as provided for in the Board’s regulations, 
and Chicago PAD at all times treated the Report as “filed” 
on 4 May 1945 (J. A. 228, 140). 

Respondent argued below that the Report as thus filed 
was sufficient to start the period for commencement before 
its accuracy was ever questioned (J. A. 246), but the 
question was not decided by the Tax Court. Cf. McDonald 
v. C. /. R. y 214 F. 2d 341, 344 (C. A. 2). As the Tax 
Court correctly held that the Report was duly filed by Feb¬ 
ruary 11, 1946, the further question whether the Report 
was also duly filed on May 4, 1945, requires no extended 

from Micromatic (a question not presented here), it is clear none¬ 
theless that it involved only the time for “completion” (J. A. 228; 
Ex. R, J. A. 179). The Tax Court found it unnecessary to consider 
the question whether, as petitioner affirmatively alleged (J. A. 23), 
Northwest had agreed to enter into an extension agreement and was, 
therefore, estopped to assert that renegotiation was not timely com¬ 
pleted. 
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discussion. It is enough to say that the data as to affiliates 
called for by Item XIII was not material to the “pre¬ 
liminary” inquiry whether Northwest had received such ex¬ 
cessive profits as to require “further proceedings”, the 
purpose for which the Report was required to be filed (J. 
A. 61). 

Northwest’s own renegotiable earnings were almost $2,- 
000,000, and hence the statutory exemption in Section 403 
(c)(6) of $500,000 received by a contractor and its af¬ 
filiates together was inapplicable to Northwest. 12 The only 
other inquiry as to affiliates was whether the “inter-com¬ 
pany operations did not adversely affect” Northwest’s earn¬ 
ings (J. A. 164), so that “it would be in the interest of 
the government to have consolidated the renegotiations of 
these various companies” (J. A. 248; RR 310.1, infra, 
p. 57). This question, however, turned on the amount of 
“inter-company business” (J. A. 164) and, under the 
Board’s regulations and practice, was reserved until the 
“preliminary” determination was made, on the basis of 
the contractor’s report, that “further proceedings” were 
necessary. No information as to the amount of “inter¬ 
company business” was called for by Item XIII, as ap¬ 
pears on the face of that Item (J. A. 31). Such informa¬ 
tion was expressly listed, however, among the data to be 
furnished by contractors before the “conclusion” of rene¬ 
gotiation. See supra, p. 33. Actually, no consolidation 
was ever ordered (J. A. 91), three of the other companies 
in which Griswold was interested could not have been COn- 


12 The exemption in Section 403(c)(6) is limited to $500,000 received 
in the aggregate "by the contractor or subcontractor and all persons 
under the control of, or controlling or under common control with 
the contractor or subcontractor.” The instructions accompanying 
the Report defined “affiliate” as a business controlled by, controlling 
or under common control with the contractor, etc. See RR 701.2 Infra, 
p. 58. 
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solidated with Northwest in any case (supra, p. 3), and 
the fourth probably could not have been. 13 

The good faith omission of Item XIII prescribed by the 
Board’s regulations was therefore not material in the “pre¬ 
liminary” stage of the renegotiation process, and did not 
prevent Northwest’s Report from being duly filed when 
originally received on May 4, 1945. To hold that an hon¬ 
est mistake or omission rendered the Report a nullity would 
permit the Board “to forever extend the statute” and thus 
defeat the purpose of the limitations prescribed by Section 
403(c)(3) (J. A. 112, 113). 

This conclusion, so obviously required if the limitation 
provisions of Section 403(c)(3) are not to be defeated al¬ 
together, is plainly consistent with the Tax Court’s holding 
that the specific requisites of Section 403(c)(1) for a no¬ 
tice of commencement must be enforced as written by Con¬ 
gress to achieve the intended certainty and by means in 
accord with the declared policy of enforcing renegotiation 
primarily by “agreement” in “conference”. 

Thus, on any view, petitioner’s contention that North¬ 
west’s Report was revoked or suspended before North¬ 
west’s Report was duly filed is wholly unfounded. This 
conclusion is required, as shown, even assuming that 
all of the evidence admitted below was properly received, 
and without consideration of respondent’s motion to strike 


13 The fiscal year of Griswold Signal Company and Northwest both 
ended on December 31 (Ex. P, J. A. 177). But though Mr. Griswold 
was the managing officer of both Northwest and Griswold Signal 
(J. A. 28), all the stock of GriswolcTSignal was owned by Mrs. Gris¬ 
wold, while the stock in Northwest was owned by Griswold and his 
wife together (J. A. 28). The Board’s regulations make provision for 
consolidation in cases of “common control by reason of common 
ownership” (RR 310, infra, p. 57), but it is by no means clear that 
this includes cases of common control where the legal ownership is 
different It may be assumed for purposes of argument that control 
is a matter of “fact” under the statute and the regulations (RR 
348.4, infra, p. 58) and may exist in fact where the different mem¬ 
bers of the same family have the controlling stock interest in several 
companies, particularly where one member of the family exercises 
actual control. Lowell Wool By-Products Co. v. WCPAB, 89 U. S. 
App. D. C. 281, 192 F. 2d 405. The Board’s regulations, however, do 
not extend consolidation to all cases of “control” in “fact” but only 
to cases of control “as a result of common ownership”, and the only 
specific cases of control “by common ownership” stated in the regu¬ 
lations do not cover this case (RR 348.4, Infra, pp. 57-58). 
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certain of that evidence (J. A. 72-76), a motion on which 
the Tax Court found it unnecessary to pass (J. A. 62). 14 

II. 

Alternatively, the Renegotiation Proceedings Were 
Not Completed Within the One-Year Period Pre¬ 
scribed by Statute. The Question Whether Respond¬ 
ent Is Estopped to Assert This Defense Is One for 
Determination by the Tax Court. 

If respondent’s primary position is sustained—i.e. that 
the Tax Court correctly held that the proceedings were not 
commenced within the statutory one-year period—then it 
becomes unnecessary to consider our alternative conten¬ 
tion, which was advanced only “conditionally” (J. A. 50), 
i.e. that the proceeding if duly commenced was not timely 

n There is, accordingly, no occasion to consider petitioner’s unsup¬ 
ported assertion (Br. p. 51) that the prescribed form of affirmation 
was an essential requisite of the Report. It should be noted, however, 
that even in the absence of such express affirmation, any statement 
of fact necessarily imports at least that the statement is true to 
the best of the knowledge and “belief” of the person making it. See 
Prosser on Torts, p. 728. In Minnesota and some other jurisdictions, 
it also imports as a matter of law that the person making it knows 
it to be true and is therefore actionable if untrue, though innocently 
made. National Equipment Corp. v. Volden, 190 Minn. 596, 598-599, 
252 N. W. 444, 445; see Prosser, supra, p. 741. Thus the express af¬ 
firmation prescribed by the Board for the “preliminary” report lim¬ 
ited what was required of contractors to the minimum which would 
be implied in its absence. Obviously the Board placed its reliance on 
the provision of Section 403(c)(5), which subjects to criminal pen¬ 
alties anyone who “wilfully fails or refuses” to furnish the required 
“statement” or additional data or “who knowingly furnishes any 
such statement” or “information * * * containing information which 
is false or misleading”. See RR 322.6. 

Curiously enough, petitioner contends that strict compliance with 
the form of affirmation is essential (Br. p. 51) though only a “mini¬ 
mum of accurate information” is required (Pet. Br. p. 59). So far 
as we are aware, the only support for this distinction is the rule that 
“Perfect accuracy or completeness is not necessary to rescue 
a (tax) return from nullity, if it purports to be a return, is 
sworn to as such (Lucas v. Pilliod Lumber Co., 281 U. S. 245, 
74 L. Ed. 829, 50 S. Ct. 297, 67 A. L. R. 1350), and evinces an 
honest and genuine endeavor to satisfy the law.” 

Zellerbach Paper Co. v. Helvering, 293 U. S. 172, 180. 

The analogy does not support petitioner, however, because the re¬ 
quirement of an oath (or, since 1942, an affirmation on penalty or 
perjury) is specifically required by statute and, hence, essential to 
the sufficiency of a tax return. Lucas v. Pilliod Lumber Co., 281 
U. S. 245. It does not necessarily follow that a form of affirmation 
prescribed by administrative regulation and which recites no more 
than would be necessarily implied in its absence should be given the 
same effect. Cf. Germantown Trust Co. v. C. L R., 309 U. S. 304. 
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completed. We present this alternative contention for the 
Court’s consideration only if the Court should reject our 
primary position. 

The alternative contention depends upon the effect to be 
given to the letter of May 8, 1945. The text of that letter 
reads as follows (J. A. 31-32): 

“Northwest Automatic Products Corporation has 
been reassigned to the Chicago Ordnance District 
Price Adjustment Division for renegotiation under 
Section 403 of the 6th Supplemental National De¬ 
fense Appropriation Act 1942 as amended. This re- 
1 negotiation will cover the fiscal year ended 31 De¬ 
cember 1944. 

“It has been found by past experience that a pre¬ 
liminary conference with representatives of the con¬ 
tractor expedites this work importantly, and it is ac¬ 
cordingly suggested that a meeting be held between 
representatives of your company and the undersigned 
on Friday, 18 May 1945 at 9:30 a.m. at the offices 
of the Division, Room 805, First National Bank 
Building, Chicago. We trust that your representatives 
will be able to be here at that time, but if the date is 
not agreeable to you, please inform us and suggest 
another early date. If possible, we will arrange for 
the meeting on the date you suggest.” 

The Tax Court held that the letter was not a valid no¬ 
tice of commencement, both because it was sent by or¬ 
dinary, and not by “registered”, mail as required by Section 
403(c)(1) (J. A. 55), and because the purpose of the 
proposed “preliminary conference” mentioned in the letter 
was “primarily exploratory” (J. A. 54). 

The court’s holding that the letter of May 8, 1945, did 
not commence renegotiation because not sent by registered 
mail is wholly consistent with its conclusion that the letter 
of May 1, 1946, likewise did not do so because it omitted 
the other statutory requisites of a valid notice, to-wit, the 
setting of a time and place for a conference. Congress, of 
course, specifically required that the notice of commence- 
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ment be sent by “registered mail” and for the purpose of 
avoiding uncertainties of proof as to the fact and date of 
mailing. The specific legislative direction is, we agree, 
sufficient reason for enforcing the statute as written, as 
the Tax Court held (J. A. 55-56). 

If, however, the specific requisites of Section 403(c)(1) 
may be ignored and effect given to the letter of May 1, 
1946, as a commencement notice, because of the “circum¬ 
stances of this case”, as petitioner contends, then equally 
the failure to send the letter of May 8, 1945, by “registered 
mail” should not be fatal to its effectiveness. Admittedly, 
the letter was duly received (J. A. 66, 67) and the confer¬ 
ence suggested therein was held as scheduled (J. A. 32), 
and the parties all assumed thereafter that the proceedings 
had been commenced. As late as April 4, 1946, Chicago 
PAD undoubtedly believed that the proceedings had al¬ 
ready been “started” and that it had to “complete” rene¬ 
gotiation (J. A. 228). Not until May 1, 1946, when the 
abortive notice of that date was sent, did it occur to the 
renegotiation agency that proceedings might not have been 
commenced, and then only when the agency was seeking 
some means of extending the time for completion pending 
the preparation of the proposed new audits (J. A. 40-41). 

The second ground assigned by the Tax Court for hold¬ 
ing the letter of May 8, 1945, insufficient is, we respect¬ 
fully submit, not required by the statute. The letter specif¬ 
ically set forth the prescribed notice of a time and place 
for a conference. The conference, to be sure, was described 
as a “preliminary” one (J. A. 31). But Section 403(c) 
(1), unlike the Walsh Amendment, does not distinguish 
between a “preliminary”, “initial” or other “conference”. 
It is for this reason that the letter of April 21, 1947, 
which set a time and place for a “final” conference (J. 
A. 44), complied with Section 403(c)(1). Nothing in the 
statute, in terms, makes the validity of the notice depend 
upon the intention or “purpose” of the letter. The Tax 
Court’s view to the contrary would introduce an element of 
uncertainty which the Congress attempted to eliminate by 
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setting forth, so far as possible, specific objective requisites 
of a valid notice. 15 

The Tax Court’s decision in Harold F. Buck v. WCPAB, 
supra , on which the court below relied (J. A. 53-54), does 
not support its view that the letter of May 8, 1945, was in¬ 
sufficient to commence renegotiation because merely “pre¬ 
liminary”. In that case, the letter merely requested the 
contractor to furnish information and nowhere purported 
to set forth a time and place for a conference. 

In sum, if the specific statutory requisites may be dis¬ 
regarded in the case of the letter of May 1, 1946, as peti¬ 
tioner claims, the same is true in the case of the letter of 
May 8, 1945. 

In this view, the renegotiation proceedings were not 
“completed” within one year after commencement because 
the order of April 30, 1947, was, of course, entered al¬ 
most two years after the letter of May 8, 1945, was sent. 
This leaves for determination by the Tax Court the ques¬ 
tion, which it found unnecessary to decide (J. A. 62), 
whether respondent is estopped to assert this defense, as 
alleged by petitioner (J. A. 23). 

III. 

The Tax Court’s Decision Is Not Open to Review in 
This Court, at Least on the Question Whether 
Northwest’s Report Was Filed Not Later Than 
February 11,1946. 

In Macauley v. Waterman S . S. Carp., 327 U. S. 540, 
the Supreme Court held that the Tax Court’s jurisdiction 
to determine the amount of excessive profits included the 
power to decide “what are and are not negotiable con¬ 
tracts” (327 U. S. at 544). The precise question decided 
there, however, was only that the contractor had failed to 

15 The letter of May 8, 1945, does not follow the exact terminology set 
forth in the form of notice of commencement recommended in the 
Board’s regulations (RR 721; infra p. 60). But fhe requisites of a valid 
notice of commencement were set forth in the statute; the Board was 
not authorized to vary those requirements and hence could not do so. 
United States v. Best, 212 F. 2d 743 (C. A. 1). The Board did not 
attempt to do so but at most recommended the use of the suggested 
form. That form, of course, included the requisite notice of a time 
and place for conference. 
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exhaust its administrative remedies. In United States v. Cali¬ 
fornia Eastern Line, 348 U. S. 351, the Supreme Court 
limited the decision in Macauley accordingly, and held that 
a decision of the Tax Court on an issue of statutory cover¬ 
age was subject to review in this Court. The two cases 
taken together establish that the Tax Court has “exclu¬ 
sive” primary jurisdiction to review an “order” of the 
Board on any ground, but that the Tax Court’s “decision” 
is subject to review under Section 7482(a) of the Internal 
Revenue Code of 1954, subject to the limitation that 
the Tax Court’s “determination” of the “amount, if any, 
of * * * excessive profits” is final. 

As the petitioner’s brief points out, the decision in Cali¬ 
fornia Eastern is subject to two interpretations. It may be 
construed as affirming the “review practice” of this Court, 
under which the Tax Court’s decisions were reviewable 
on questions of “jurisdiction” including those involving the 
limitation of the Board’s statutory authority. 348 U. S. at 
354; cf. U. S. Electrical Motors, Inc. v. Jones, 80 U. S. 
App. D. C. 329, 331, 153 F. 2d 134, 137; Lowell Wool 
By-Products Co. v. War Contracts Price Adjustment Board, 
89 U. S. App. D. C. 281, 192 F. 2d 405. It may also be 
construed as establishing new criteria of the scope of review 
of Tax Court decisions under which reviewability turns on 
whether the question presented involves “special familiarity 
with all kinds of business and accounting practices in re¬ 
gard to profit, losses, etc.” 348 U. S. at 355. 

Under the first construction, the question decided by the 
Tax Court is not open to review because, before the de¬ 
cision in California Eastern , questions of timely commence¬ 
ment were not reviewable under the “review practice” of 
this Court. United States v. Martin Wunderlich , 94 U. S. 
App. D. C. 8, 211 F. 2d 433. The Court of Appeals for 
the Sixth Circuit has so construed the decision in Califor¬ 
nia Eastern. See Ebco Manufacturing Co. v. Secretary of 
Commerce , 221 F. 2d 902, 904. This conclusion is subject 
to the possible qualification that the questions of com¬ 
mencement in Wunderlich and Ebco were decided under 
the Walsh Amendment. The statute, as it then read, con- 
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tained no definition of when proceedings were “com¬ 
menced” and thus left a large measure of discretion in 
the renegotiation agencies, subject only to the requirement 
that the contractor be put on notice that the proceedings 
had been initiated. As stated by the Tax Court in Spray 
Cotton Mills v. Secretary of War , 9 T. C. at 833: 

“As to such renegotiation proceedings the statute 
contains no direction to the Secretary concerning for¬ 
malities to be observed by him or the manner in 
which the proceeding shall be commenced and car¬ 
ried to final determination.” 

The specific definition of notice of commencement in Sec¬ 
tion 403(c)(1) of the Renegotiation Act of 1943 leaves 
no discretion to the Board, and hence arguably presents 
solely an issue of statutory construction not within the spe¬ 
cial competence of the Tax Court. This Court may have 
already so concluded in principle in Hanlon-Waters, Inc. 
v. United States , — App. D. C. —, 222 F. 2d 798, where 
this Court held reviewable the question whether an agree¬ 
ment for an extension of time for completion had been 
duly executed. 

If the second possible construction of California Eastern 
is adopted, then the question of the proper construction of 
Section 403(c)(1) is plainly reviewable, though the fur¬ 
ther determination of the Tax Court that Northwest’s Re¬ 
port was duly filed no later than February 11, 1946, is 
final. 

"The question of construction of Section 403(c)(1) in¬ 
volves no “special familiarity of all kinds of business and 
accounting practices in regard to profits, losses, etc.” but 
at most due consideration of the statutory language and 
the purpose intended by Congress. 

Quite a different question, however, is presented by the 
Tax Court’s determination that Northwest’s Report was 
duly filed no later than February 11, 1946, and was not 
revoked before then. This question, we submit, is one within 
the special competence of the Tax Court and on which its 
determination should be final. 
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The question thus presented turns on the construction 
of the Board’s regulation requiring the contractor to af¬ 
firm that the data submitted was “true and correct” to the 
“best of my knowledge and belief’. In the view most favor¬ 
able to petitioner, the construction to be given the pre¬ 
scribed form of affirmation turns on the purpose for 
which the financial statement was required and the extent 
of reliability required by the Board’s regulations to per¬ 
form that function. 

The Tax Court held and petitioner nowhere denies, that 
the filing of the Report was a preliminary step in the rene¬ 
gotiation process, and that the purpose of the informa¬ 
tion submitted was to enable the appropriate authorities 
to make a determination whether the contractor “may” have 
received excessive profits. That determination obviously 
could not be made, even tentatively, save with due regard 
to the applicable standards employed in making a final 
determination of the exact amount of excessive profits. 
The preliminary determination thus indisputably required 
“special familiarity with all kinds of business and account¬ 
ing practices in regard to profits, losses, etc.” 

The same is true in determining whether the data sub¬ 
mitted to make such a determination possible has the 
requisite reliability for this purpose. That determination 
can best be made in the light of the actual business and 
accounting uses to be made of the data in the renegotiation 
process. 

It would be anomalous, if not indeed absurd, to hold 
that a determination as to the amount of excessive profits 
is not reviewable, and at the same time subject to review 
the Tax Court’s determination on the preliminary ques¬ 
tion whether the “business and accounting” information 
submitted was sufficient to permit a determination that 
the contractor “may” have received such profits. 
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APPENDIX 

Statutes and Regulations Involved. 

The pertinent provisions of the Renegotiation Act of 

1943, other than those set forth in the appendix to peti¬ 
tioner’s brief (pp. 63-65), are as follows: 

Section 403(c)(6). This subsection shall be applicable 
to all contracts and subcontracts, to the extent of amounts 
received or accrued thereunder in any fiscal year ending 
after June 30, 1943, whether such contracts or subcon¬ 
tracts were made on, prior to, or after the date of the en¬ 
actment of the Revenue Act of 1943, and whether or not 
such contracts or subcontracts contain the provisions re¬ 
quired under subsection (b), unless (A) the contract or 
subcontract provides otherwise pursuant to subsection (i), 
or is exempted under subsection (i), or (B) the aggregate 
of the amounts received or accrued in such fiscal year by 
the contractor or subcontractor and all persons under the 
control of, or controlling or under common control with 
the contractor or subcontractor, under contracts with the 
Departments and subcontracts (including those described 
in clause (A), but excluding subcontracts described in 
subsection (a)(5)(B)) do not exceed $500,000 and un¬ 
der subcontracts described in section (a)(5)(B), do not 
exceed $25,000 for such fiscal year. If such fiscal year is a 
fractional part of twelve months, the $500,000 amount 
and the $25,000 amount shall be reduced to the same 
fractional part thereof for the purposes of this paragraph. 

The applicable Renegotiation Regulations as of June 9, 

1944, provide in pertinent part as follows: 

CHAPTER 1602—PROCEDURE 
FOR RENEGOTIATION 
* * * * * 

SECTION 2—PRELIMINARY INFORMATION 
REQUIRED OF CONTRACTORS 
* * * * 

RR 222.1 Filing of mandatory financial statement. In 
accordance with the requirements of the first sentence of 
subsection (c)(5)(A) of the Renegotiation Act of 1943: 
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(1) The “Standard Form of Contractor’s Report” (as 
set forth in RR 701.1) is hereby prescribed as the form 
of mandatory financial statement generally required to be 
filed by contractors and subcontractors. * * * 

* * * * * 

RR 224 Contractor's information and work sheet for re¬ 
negotiation. The War Contracts Board, through the De¬ 
partment or Service to which any contractor or subcon¬ 
tractor is assigned, may send to such contractor or subcon¬ 
tractor the form “Contractor’s Information and Work Sheet 
for Renegotiation” (See RR 722). The contractor’s work 
sheet will ordinarily be used to assist the contractor in pre¬ 
paring information where it is contemplated that formal re¬ 
negotiation proceedings will be carried to conclusion. 

* * * * * 

SECTION 4—CONDUCT OF RENEGOTIATION 

RR 241 Commencement of renegotiation. Renegotiation 
proceedings are commenced by the mailing, by registered 
mail, of reasonable notice of the time and place of a con¬ 
ference to be held with respect to the renegotiation (See 
RR 108). A form which may be used for such purpose is 
set forth in RR 721. Such notice shall be given in all cases 
of renegotiations with respect to fiscal years ending after 
June 30, 1943. In any case where a conference is unnec¬ 
essary by reason of the progress which has been made in 
renegotiation prior to the sending out of the formal notice, 
the notice should be sent, but the conference can be waived 
by agreement with the contractor. 

* * * * * 

RR 242 Data presented by contractor. The contractor 
should be prepared to present all the factual data per¬ 
tinent to the consideration of his case. In this connection, 
reference is made to the information required in the man¬ 
datory financial statement (RR 220 and following) and 
to other parts hereof. A Contractor’s Information and Work 
Sheet for Renegotiation is set forth at RR 722 and the use 
of such form is not mandatory but should prove helpful to 
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the contractor in assembling data pertinent to his case 
(See RR 224). 

CHAPTER 1603—DETERMINATION OF 
RENEGOTIATE BUSINESS AND COSTS 

* * * * * 

SECTION 1—OVERALL BASIS FOR 
RENEGOTIATION AND EXCEPTIONS 

***** 

RR 310.1 Consolidated basis in cases of common own¬ 
ership — (1) When authorized . If two or more business en¬ 
terprises are under common control as a result of common 
ownership, rather than as a result of parent-subsidiary re¬ 
lationship, renegotiation on a consolidated basis may be 
appropriate if: 

(1) Such consolidation is reasonably necessary for the 
protection of the interests of the Government. This is espe¬ 
cially likely if one or more of such enterprises is a subcon¬ 
tractor of another of the enterprises commonly owned; and 

(2) The extent of the common ownership is such that 
consolidation for renegotiation purposes is not, in the opin¬ 
ion of the Department conducting the renegotiation, in¬ 
equitable to minority interests in one or more of the enter¬ 
prises. It is not essential that the interests of the common 
owners be identical in extent or nature in each of the enter¬ 
prises commonly owned. 

***** 

SECTION 4—MANDATORY EXEMPTIONS AND 
EXCLUSIONS FROM RENEGOTIATION 

***** 

RR 348.4 Tests of “control”. In determining whether the 
contractor controls or is controlled by or under common 
control with another person, the following principles should 
be followed: 
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(1) Corporate control: A parent corporation which 
owns more than 50% of the voting stock of another corpo¬ 
ration controls such other corporation and also controls all 
corporations controlled by such other corporation. 

(2) Individual control: An individual who owns more 
than 50% of the voting stock of a corporation controls 
the corporation and also controls all corporations controlled 
by the corporation. 

(3) Partnership control: A general partner who is en¬ 
titled to more than 50% of the profits of a partnership 
controls the partnership. 

(4) Joint Venture control: A joint venturer who is en¬ 
titled to more than 50% of the profits of a joint ven¬ 
ture controls the joint venture. 

(5) Other cases: Actual control is a question of fact. 
Whenever it is believed that actual control exists even 
though the foregoing conditions are not fulfilled, the mat¬ 
ter may be determined by the Department or Service con¬ 
ducting the renegotiation. 

***** 

CHAPTER 1607—FORMS FOR RENEGOTIATION 

SECTION 1—FORMS RELATING TO IDENTIFICA¬ 
TION, ASSIGNMENT AND CANCELLATION OF 

CASES 

RR 701.2 Instructions for Preparation of Standard Form 
of Contractor's Report. 

* * * * * 

14. Item XIII-B. By “affiliated companies or organiza¬ 
tions” is meant all persons under the control of or con¬ 
trolling or under common control with the contractor or 
subcontractor. , 

* * * * * 

RR 702.1 Letters of preliminary inquiry—Letter of 
Preliminary Inquiry (For Use by Assignments and Statis¬ 
tics Branch). 


* * * * * 
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Gentlemen: 

* * * * * 

Unless the amount of your business during your latest 
complete fiscal year was less than the statutory minimum 
as defined by subsection (c)(6) of the Act applicable to 
your business for that year, you are required by law to 
furnish to the undersigned the information called for by 
the “Standard Form of Contractor’s Report”. On the basis 
of information thus presented a determination will be made 
as to whether or not renegotiation proceedings will be com¬ 
menced. 

* * * * * 

RR 702.2 Letter of Preliminary Inquiry (For Use in 
Assigned Cases). * * * 

Gentlemen: 

Price Adjustment Boards and Sections have been estab¬ 
lished for the conduct of statutory proceedings for the re¬ 
negotiation of contracts and subcontracts. Renegotiation 
with respect to contractors whose fiscal years ended on or 
before June 30, 1943, is controlled by the Renegotiation 
Act of 1942 as amended by the retroactive provisions of the 
Renegotiation Act of 1943. Renegotiation with respect to 
fiscal years ended after June 30, 1943, is controlled by the 
Renegotiation Act of 1943. Copies of both Acts are en¬ 
closed herewith. 

The matter of conducting your statutory renegotiation 
proceedings has been assigned to this office. 

Unless the amount of your business during your latest 
complete fiscal year was less than the statutory minimum 
as defined by subsection (c)(6) of the Act applicable to 
your business for that year, you are required by law to fur¬ 
nish the information called for by the “Standard Form of 
Contractor’s Report”. On the basis of the information thus 
presented, a determination will be made as to whether or 
not further renegotiation proceedings will be necessary. 

To assist you in determining whether or not your busi¬ 
ness exceeded the statutory minimum as defined in the 
statutes referred to, your attention is invited to the “In- 
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stractions for Preparation of Standard Form of Contrac¬ 
tor’s Report” which accompany this communication. 

The enclosed “Standard Form of Contractor’s Report” 
is requested pursuant to the statutory power to obtain in¬ 
formation deemed necessary under the Act. Your filing of 
this “Standard Form of Contractor’s Report” in satisfactory 
form will be deemed a compliance with the statutory pro¬ 
vision requiring the filing by contractors and subcontrac¬ 
tors of a financial statement under the first sentence of sub¬ 
section (c)(5)(A) of the 1943 Act, if filed within the 
time prescribed in such Act. 

The “Standard Form of Contractor’s Report” is to be 
filed with the undersigned, in duplicate, within thirty days 
of the date of this letter. If your concern reports on a fis¬ 
cal year basis for federal income tax purposes, the Report 
prepared should cover the same period. 

If all of the information called for by this form has been 
furnished the Price Adjustment Agency to which the con¬ 
tractor has been assigned, refer to the final paragraph of 
instructions. 

A separate letter or statement, in duplicate, containing 
any comments which you believe pertinent with respect to 
statutory renegotiation as it affects you will be appreciated. 

* * * * * 

SECTION 2—FORMS RELATING TO OPERATION 

OF RENEGOTIATION 

RR 721 Notice of Commencement of Renegotiation Pro¬ 
ceeding. (Assignee Department or Service) 

Date- 


Gentlemen: 

The War Contracts Price Adjustment Board has deter¬ 
mined that renegotiation proceedings under the Renegotia¬ 
tion Act (Title VII of the Revenue Act of 1943) for your 

fiscal year ended - shall be conducted initially 

by this office. 
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A conference with you with respect to this matter is 

hereby set for-at-. If that time is 

not convenient, kindly advise us promptly in order that a 
continuance may be arranged. 

This notice, sent by registered mail, constitutes com¬ 
mencement of the renegotiation proceedings in conformity 
with the provisions of subsection (c)(1) of the Renego¬ 
tiation Act. 

Very truly yours, 

RR 722 Contractor's Information and Work Sheet for 
Renegotiation . 

Note: Construction contractors, architects, engineers, 
agents and brokers should not use this form, but should 
obtain the forms designed for their specific use by writing 
to: 


(Name) 


(Address) (City and State) 

Information indicated in Sections A to K, inclusive, and 
the Exhibits attached thereto, is required for renegotiation 
under the Renegotiation Act, as amended. Any part of 
this information which the contractor has submitted, either 
in the “Standard Form of Contractor’s Report” or in con¬ 
nection with a previous renegotiation, may be omitted, pro¬ 
vided reference is made to the manner, time and place of 
its submission. If any statements or information designated 
are inapplicable in a particular case, the contractor should 
so state and give the reason therefor. If the preparation of 
the data specified would impose an unreasonable burden 
or expense, the contractor may supply such information as 
is available in his regularly prepared financial and operat¬ 
ing reports, provided he explains the reason for the sub¬ 
stitution. In financial statements all cents may be omitted. 
The contractor should so indicate if he prefers to discuss 
with the renegotiation authorities the methods of segrega¬ 
tion of sales and allocation of costs and expenses (Section 
E). In such case, the contractor should submit the Con- 
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tractor’s Information and Work Sheet for Renegotiation, 
completed in all other respects. 

At the end of each section are specific instructions or 
comments pertinent thereto. 

The contractor should certify that all information and 
data (subject to qualifications, if any, specifically set forth) 
are true and correct to the best of his knowledge and be¬ 
lief. 


SECTION A 


One copy each of the following for the year under re¬ 
view: 

1. Published annual report. 

2. Detailed or long form audit report. 

3. Federal income and excess profit tax returns filed. 

4. Latest brochure, catalog or other material setting 
forth the company’s business and products. 

5. Form 10-k (or 1-MD) if such is filed with Securities 
and Exchange Commission. 

Instructions: If annual reports to stockholders or audit 
reports by independent public accountants are not pre¬ 
pared, the contractor should so state and, in lieu thereof, 
furnish financial statements, consisting of (a) a balance 
sheet as of the close of the year under review and (b) a 
statement of income and surplus for such year. Those 
statements must be in reasonable detail. The balance sheet 
must show, in addition to the usual analysis of current as¬ 
sets and current liabilities, the gross plant account and re¬ 
lated allowance for depreciation and amortization and all 
major reserves stated as separate amounts. The income 
statement must show sales, an analysis of costs of sales, 
and a classified list of expenses and miscellaneous items. 
It is essential that a reconciliation between income per 
books and income for Federal Tax purposes be provided. 
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SECTION B 

1. A statement showing the names and addresses of 
the contractor’s parent, subsidiary and affiliated companies 
and organizations, with a brief description of the charac¬ 
ter of their business, the nature and extent of their affiliation 
and an expression of the contractor’s opinion, as to whether 
or not, during the year under review, they had business 
subject to the Renegotiation Act. 

2. A list of the companies and organizations which, in 
the opinion of the contractor, should be consolidated for 
purposes of renegotiation. 

3. If the financial statements are submitted on a con¬ 
solidated basis, similar financial statements for each major 
subsidiary included in such consolidation. 

Instructions : The terms “affiliates” and “affiliated com¬ 
panies and organizations” mean all persons under the 
control of or controlling or under common control with the 
contractor. Indicate any changes during the year under re¬ 
view, in the form or control of his organization (including 
reorganizations, dissolutions, acquisitions and/or disposal 
of subsidiaries, etc.). 


SECTION C 

1. A statement showing Government assistance re¬ 
ceived, including: 

a. approximate value of machinery loaned; 

b. approximate value of plants provided; 

c. approximate value of materials received; 

d. loans under Regulation V of Federal Reserve Board; 

e. approximate advances on contracts; 

f. description and approximate amount of other finan¬ 
cial assistance. 

2. A statement showing the type and approximate 
cause of privately financed facilities for which Certificates 
of Necessity have been issued or for which applications 
were pending at the end of the year under review. 
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3. Character, cost and method of acquisition of any 
other major additions to plant and equipment during the 
year under review. 

Instructions: Significant changes in any of the above 
during the year under review should be described. Detailed 
lists need not be prepared. It will be sufficient to show only 
classifications such as buildings, machinery, etc. If the an¬ 
nual rate of amortization allowed under Certificates of 
Necessity varies from the standard annual rate of 20%, the 
reasons therefor should be fully explained. 

SECTION D 

Income statement of the contractor for the year under 
review, separated as to renegotiable and non-renegotiable 
business as defined under the Renegotiation Act, as 
amended. 

Instructions: The attached Exhibits 1 and la are provided 
for the contractor’s use in this connection. Should he sub¬ 
mit in some other form his income data separated as be¬ 
tween renegotiable and non-renegotiable business, Exhibits 
1 and la should be used as guides, in order that proper 
consideration to the items thereon will be given. 

Sales and cost of sales should be stated net of discounts 
and other pertinent allowances. Supporting schedules of 
items requiring further analysis should be provided. 

For an interpretation of items entering into renegotiable 
and non-renegotiable business refer to Standard Form of 
Contractor’s Report, Instructions 3 to 10, both inclusive. 

Specific instructions relative to the preparation of Ex¬ 
hibits 1 and la are set forth on page 4158. 

SECTION E 

1. Description of the method followed in segregating 
renegotiable and non-renegotiable sales, as shown in Ex¬ 
hibits 1 and la. 

2. Description of the method followed (direct labor 
hours, cost of goods sold, etc.) in allocating costs, ex¬ 
penses and other income and deductions applicable to re- 
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negotiable and non-renegotiable business, as shown in Ex¬ 
hibits 1 and la. 

3. A statement or schedule with respect to each of the 
following: 

a. the effect of raw material exemption and “excess 
inventory” calculations provided for in subsection (i) of 
the Act; 

b. the nature and approximate dollar amount of “free 
issue” materials (those provided without cost to the con¬ 
tractor by the Government or others); 

c. sales to subcontractors, of materials entering into 
repurchases from them; 

d. sales to and purchases from subsidiaries and affili¬ 
ates, if not eliminated in a consolidated statement; 

e. interdepartmental sales not eliminated; 

f. any basic changes during the year under review in 
accounting methods, depreciation rates, and/or methods of 
inventory valuation; 

g. list of contracts and subcontracts (including identi¬ 
fication number) subject to specific profit limitations other 
than cost-plus-fixed-fee contracts; 

h. volume of direct renegotiable sales to the subsidi¬ 
aries of Reconstruction Finance Corporation, and the 
amount of profits therefrom. If profits on such sales are 
not segregated on the books, best estimate should be given. 

Instructions: Adequate explanations are essential. 

SECTION F 

1. List for the year under view of the principal prod¬ 
ucts sold or the principal services rendered and the ap¬ 
proximate amount of sales, both in quantity and dollars, 
of each principal type of product (or group of products) 
included in renegotiable business, and the functions per¬ 
formed with respect to each of the above (such as manu¬ 
facturing, assembling, distributing, etc.). 

2. List of the approximate dollar unit prices of impor¬ 
tant products and services included in renegotiable busi¬ 
ness, together with any recent (1943 or later) unit price 
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reductions; with identification of those resulting from spe¬ 
cific prior renegotiation agreements. 

3. List of the principal products prior to 1941. 

4. List of the principal commercial products during 
the year under review. 

Instructions: In the case of contractors making a large 
number of different products, only the principal product of 
each major type should be listed. The term “quantity” re¬ 
fers to the customarily used unit of measurement. 

SECTION G 

1. Statement of salaries and all other compensation 
(including commissions, bonuses, royalties and other forms 
of extra compensation) paid or accrued to the ten highest 
officers and employees, or to those who received in excess 
of $10,000 per annum (whichever is the lesser in number) 
for the year under review. 

2. A brief description of any bonus, pension trust, or 
other employee compensation plans now in effect or con¬ 
templated, with comment as to how they are applicable to 
personnel listed under item 1 preceding, and showing the 
dates that such plans were adopted. 

3. Statement of compensation (fees, commissions, etc.) 
paid or accrued to other individuals or organizations, for 
services aggregating $10,000 or more during the year un¬ 
der review. 

Instructions: The statements of compensation should 
show for each individual or organization: name, title or re¬ 
lationship and total compensation. If any portion of the 
compensation to any of the individuals listed has been dis¬ 
allowed by the Bureau of Internal Revenue as a taxable 
deduction, in any year, the facts should be stated. 

SECTION H 

A statement of provisions for reserves (other than 
shown on line 17 of Exhibit 1) for inventory losses, post¬ 
war reserves or other contingencies (of a nature not al- 
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lowed as a deduction for Federal income tax purposes) in¬ 
cluded in costs and expenses, except as specifically set 
forth. 

Instructions: The statement should contain a list of the 
purposes of the provisions, and the amounts not deductible 
in computing net income for Federal Taxes, but provided 
for various contingencies and which are not specifically set 
forth on Exhibits 1, la or related schedules. If the con¬ 
tractor made no such provisions, he should so state. 

SECTION J 

A statement relating to contracts terminated or settled 
during the year under review and in process of termination 
or settlement at its close. 

Instructions: It is suggested that reasonably full infor¬ 
mation be furnished with regard to terminated contracts. 
This information should include: (a) an adequate descrip¬ 
tion of the method of pricing work in process and finished 
goods inventories at the year end, with particular regard 
to the classes of overhead expenses included therein and the 
consistency of method with that used at the beginning of 
the year; (b) the total number and approximate dollar 
amount of contracts terminated and termination settle¬ 
ments closed during the year under review and termina¬ 
tions in process of settlement at its close, classified as to 
year in which terminated, prime and subcontracts, those 
with or without claims, and the interested Department and 
Service; (c) a brief description of the five largest con¬ 
tracts referred to in (b); (d) the total amount of cost of 
terminated contracts for the year under review. 

SECTION K 

A statement relative to each of the following: 

1. The latest taxable year examined by the Bureau of 
Internal Revenue and any significant changes made in 
taxable income or invested capital as a result of exam¬ 
inations made by the Bureau since January 1, 1942. 
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2. Any changes in excess profits tax credit claimed or 
to be claimed under Section 721 or 722 of the Internal 
Revenue Code. 

3. List of states to which taxes (including franchise 
taxes) measured by income, and the amounts for the year 
under review. 

4. If royalties in excess of $25,000 were paid or ac¬ 
crued during the year under review, the names of sig¬ 
nificant payees and amounts of payments. Similarly, if the 
company received royalties in excess of $25,000, the names 
of licensees and amounts paid by each. 

5. A brief description of technical assistance received 
(such as use of patents owned by others; instruction in 
technical procedures; aid in accounting methods, etc.). 

6. Any revaluation of assets or recapitalization during 
the year under review. 

7. Stockholders owning over 10% of voting stock and 
stockholdings of officers and key executives. 

8. The types of escalator clauses in contracts subject 
to renegotiation. 

9. An estimate of the dollar value of production from 
government furnished facilities. 

10. The basis of setting inter-company prices where 
affiliates or subsidiaries are not consolidated. 

11. If a subcontractor, a list of major customers for 
renegotiate business and types of products or services fur¬ 
nished to them. 

12. A list of principal subcontractors, including sup¬ 
pliers of significant raw materials and subassemblies, and 
nature and approximate dollar value of items or services 
(management, engineering, etc.) purchased from each, with 
comments as to handling, with reference to materials fur¬ 
nished, supervision, inspection and financing. 
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13. Average number of shifts run; approximate aver¬ 
age number of employees; wage increases; labor relations 
insofar as they may affect costs. 

14. Any other matters, with particular reference to 
those factors set forth in section (a)(4)(A) of the 1943 
Act. 

Instructions: Since each of the subjects listed above re¬ 
quires developments in some detail for purposes of rene¬ 
gotiation, in order that full value can be given to the con¬ 
tractor’s contribution to the conduct of the war, the con¬ 
tractor should give careful consideration to the preparation 
of his statements relative thereto. While such statements 
may be amplified at a meeting with representatives of the 
War Contracts Price Adjustment Board, it is desirable that 
they be presented in writing before such meeting. 

Instructions For Preparation of Exhibits 
Exhibit 1 

Line 1. Enter as renegotiate business (Column A) the 
total amount of contractor’s net billings on sales directly or 
indirectly to the War, Navy and Treasury Departments, 
Maritime Commission, War Shipping Administration, De¬ 
fense Plant Corporation, Metals Reserve Company, De¬ 
fense Supplies Corporation and Rubber Reserve Company. 
All sales, whether subject to OPA regulations, or obtained 
on competitive bids, or otherwise, should be included as 
renegotiate if they were under prime (i.e., direct) con¬ 
tracts and purchase orders with one of the above-named 
Departments or Agencies, with the exception of exempted 
materials and articles. The term “sales”, as noted herein, 
includes compensation for services rendered as well as for 
material provided. Sales under subcontracts of any tier, or 
purchase orders falling within the definition of “subcon¬ 
tracts” should likewise be included in renegotiate business. 
(See Section D.) 

Lines 2, 4, 5 and 8. In allocating costs and expenses 
between renegotiate and nonrenegotiable business, the con- 
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tractor’s cost system, if adequate, should be employed. Oth¬ 
erwise, percentages or other formulae may have to be 
used, either on individual products or groups of products, 
or by departments, divisions, etc. Each major item of sell¬ 
ing and general expenses should be allocated in accord¬ 
ance with the most equitable method in view of the par¬ 
ticular situation. The types of items generally excluded 
from costs and expenses in renegotiation are: 

a. Provision for reserves for contingencies. 

b. Provision for reserves for post-war adjustments. 

c. Life-insurance premiums not deductible under the 
Internal Revenue Code. 

d. Refundable bond deposits. 

e. Discount or premiums on bonds retired. 

f. Profit or loss on disposal of capital assets. 

g. Provision for future inventory shrinkage. 

h. Profit or loss on sale of investments. 

i. Depreciation on appreciation of capital assets. 

j. Accelerated depreciation, unless entered on com¬ 
pany’s books and claimed as a deduction for income tax 
purposes. 

k. Any other expenditures which are clearly unwar¬ 
ranted in connection with war business. 

l. As fines and penalties are considered to represent a 
reduction in sales, they are not includible in costs. . 

Lines 8b, 8c, lib and 12b. Amounts representing non- 
operating expenses and income, which in the light of cir¬ 
cumstances are wholly or partially applicable to renego- 
tiable business, should be entered on lines 8b and 8c, re¬ 
spectively. Nonoperating items not applicable to renego- 
tiable business should be entered on lines lib and 12b. 
Examples of these are profit and loss on disposal of fixed 
assets, adjustments applicable to prior years, interest and 
dividends received, write-off of intangibles, etc. 

Line 11a. Enter on this line only the net fees applicable 
to i cost-plus-fixed-fee contracts, and in the space for the 
Analysis of Cost-Plus-Fixed-Fee Contracts at the bottom of 
Exhibit 1, the pertinent costs and profit as indicated. These 
contracts are considered separately for renegotiation pur- 
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poses. The contractor should also provide any further data 
in connection with such contracts that may be considered 
pertinent. The gross sales or billings under contracts of this 
nature should not be included in Net Sales (line 1). 

Exhibit 1-a 

Cost of sales (line 22, a to j, inclusive). If the con¬ 
tractor’s cost-system does not lend itself readily to the cap¬ 
tions provided under this heading, the contractor may sub¬ 
mit in lieu thereof a schedule prepared for his own classi¬ 
fication of accounts. Where unit costs are compiled, an 
overall approximation (expressed either in dollars or per 
cent) of the material, labor and overhead elements will be 
sufficient. While it is desired that columns A and B in the 
schedule of cost of sales be filled in, it is not required if the 
allocation would cause an undue amount of work on the 
part of the contractor, or if costs of sales are allocated in 
proportion to the dollar value of sales, but the reason for 
their omission should be stated. 

Selling and advertising expenses (line 24, a to g, inclu¬ 
sive). If the contractor’s accounts contain any significant 
amounts included under captions not listed, a separate 
schedule should be submitted. Salaries should include all 
forms of compensation paid to contractor’s employees. Line 
24d applies only to commissions paid to non-employees, 
such as brokers, manufacturers’ agents, etc. 

General and administrative expenses (line 25, a to g, 
inclusive). Four lines have been provided for the insertion 
of any relatively large items. Should the number of lines 
be considered insufficient, a separate schedule should 
be submitted, containing the classification customarily used 
by the contractor. 

Other applicable deductions and income (line 26, a to f, 
inclusive). Significant items should be inserted in the spaces 
provided. Care should be taken that the allocation of each 
item between renegotiate and non-renegotiable business 
be properly made, as the nature of these items may be such 
that allocation should be made on a basis different from 
that used for other classes of expense. 
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Depreciation (line 28, a to d, inclusive). The total 
amount of depreciation expense (including depletion) 
should be accumulated under this caption, regardless of 
the accounts to which it may be charged on the contrac¬ 
tor’s books. 

Other charges (line 29, a, b). The total amount of 
amortization may be entered on line 29a. Any amortiza¬ 
tion in excess of the standard 20% rate should be ex¬ 
plained. (See Section C.) 

***** 
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©rnteb States Court of gfppeafe 

FOR THE DISTRICT OF COLUMBIA CIRCUIT 

No. 13029 

United States of America, petitioner 

v. 

Northwest Automatic Products Corporation, respondent 


PETITION TO REVIEW ORDER OF THE TAX COURT OF 

THE UNITED STATES 


JURISDICTIONAL STATEMENT 

The unilateral order of the United States determining 
that respondent had received excessive profits in the 
amount of $180,275.52 for its fiscal year ended December 
31, 1944, was entered April 30, 1947. The decision of the 
Tax Court holding that renegotiation of respondent was 
barred because not timely commenced, was filed June 23, 
1955 (J. A. 63) and the petition for review in this Court 
was filed September 21, 1955 (J. A. 2). The jurisdiction 
of this Court is invoked under Section 7482 of the Internal 
Revenue Code of 1954. 

STATEMENT OF THE CASE 

Respondent, Northwest Automatic Products Corpora¬ 
tion, sought Tax Court review of an administrative deter¬ 
mination that under the Renegotiation Act of 1943, respond¬ 
ent had realized excessive profits of $180,275.52 for its fiscal 
year ended December 31, 1944 (J. A. 7). By stipulation, 
respondent did not question the amount of excessive profits 
(J. A. 64) and asked the Tax Court to determine only 


( 1 ) 
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whether the renegotiation proceedings for that fiscal year 
had been timely commenced, and if so, whether they had 
been timely completed. The pertinent facts as found by the 
Tax Court may be summarized as follows: 

During the periods in question respondent, a Minnesota 
corporation, was managed by Frank W. Griswold, who 
with his wife owned the controlling stock interest in the 
corporation (J. A. 28). Griswold was also interested in 
several other companies, including Griswold Signal Com¬ 
pany, K. P. Manufacturing Sales Company, and Screw 
Machine Products Company, all controlled by the Gris¬ 
wold family (J. A. 28). Beginning August 21, 1944, Gris¬ 
wold was an equal partner with Jerome J. Bliss in Micro- 
matic Metal Products Company; on April 30, 1945, he 
bought Bliss’ interest and thereafter transferred the part¬ 
nership assets to a corporation of the same name, owned 
and controlled by Griswold (J. A. 28). During 1944, 
Northwest made purchases from these other companies 
amounting to $499,000, with those from Micromatic alone 
totaling approximately $182,000 (J. A. 29). 

On October 7, 1944, Northwest received a letter of pre¬ 
liminary inquiry from Army Service Forces, Chicago 
Ordnance District, requesting completion of a “Standard 
Form of Contractor’s Report” for its fiscal year ended 
December 31, 1944 (J. A. 29). 1 Northwest forwarded this 
Report on April 30, 1945, and it was received by the Chi¬ 
cago Ordnance District Price Adjustment Division (here¬ 
inafter Chicago PAD) on May 4, 1945 (J. A. 29). Al¬ 
though information was admittedlv omitted from the Re- 
port as initially filed, 2 and was specifically requested by 


1 War contractors were required by Section 403(c)(5) of the 
Renegotiation Act of 1943 to file such forms before renegotiation, to 
determine excessive profits, is commenced. See infra, pp. 43-59. 

2 Section B of the Report provided in part as follows (J.A. 30- 
31): 

(Items XIII, XIV, and XV, comprising section B of this 
report are not required to be filled out by contractors or sub¬ 
contractors who have entered into formal agreements or re¬ 
ceived authorized clearance notices under the Renegotiation 
Act with respect to any past fiscal years. However, the data, 
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Chicago PAD by letter of September 18, 1945, the Tax 
Court found that this additional information was sup¬ 
plied by Northwest in part on November 14, 1945, and 
fully by February 11, 1946 (J. A. 31). 3 

Meanwhile, on May 8, 1945, Chicago PAD advised North¬ 
west, by regular mail, that it had been assigned to that 
office for renegotiation of its profits for its fiscal year ended 
December 31, 1944 (J. A. 31). The letter continued 
(J. A. 32): 

It has been found by past experience that a prelimi¬ 
nary conference with representatives of the contractor 
expedites this w r ork importantly, and it is accordingly 
suggested that a meeting be held between representa¬ 
tives of your company and the undersigned on Friday, 
18 May 1945 at 9:30 A. M. at the offices of the Division, 
Room 805, First National Bank Building, Chicago. 
We trust that your representatives will be able to be 
here at that time, but if the date is not agreeable to 
you, please inform us and suggest another early date. 

if furnished, will expedite the disposition of the case and should 
be presented if readily available.) 

Northwest completed Items XIV and XV fully. Item XIII, set out 
below, was not completed. 

XIII. Attached hereto are the following: 

(A) A brief statement (in duplicate) of the nature of our 
pre-war business and the extent and approximate date of its 
conversion to the war effort; also a brief description of our 
principal peacetime products. 

(B) A statement (in duplicate) showing names and ad¬ 
dresses of our parent, subsidiary, and affiliated companies or 
organizations with a brief description of the character of their 
business and the nature and extent of their affiliation. Included 
also is a statement as to whether or not we believe that the 
operations of such companies or organizations should be con¬ 
solidated with those of this company for renegotiation on an 
over-all basis if such renegotiation be required. 

The information required in regard to affiliates was of particular 
importance since it was needed in connection with a required finding 
that the inter-company operations did not affect the earnings of 
Northwest on its renegotiable business. 

3 As we explain in our Argument, infra, pp. 43-59, we believe that 
as a matter of law the Tax Court erred in holding that the Con¬ 
tractor’s Report was fully filed by February 11, 1946. 
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If possible, we will arrange for the meeting on the date 
you suggest. 4 

Pursuant to this letter, Griswold and Bliss, the latter 
then an employee of Northwest, 5 met with three representa¬ 
tives of Chicago PAD in Chicago on May 18, 1945 (J. A. 
32; Exh. 3, J. A. 140).° Considerable correspondence with 
respect to renegotiation data ensued (see infra > pp. 34-35), 
and additional conferences between Griswold or his repre¬ 
sentatives and Chicago PAD were held in Minneapolis on 


4 The Tax Court properly found that this letter, which was not 
sent by registered mail and which referred only to a “preliminary 
conference,” did not commence renegotiation for fiscal 1944 (J.A. 
54). 

3 Later in 1944, Bliss’ partnership with Griswold in Micromatic 
was dissolved and Bliss ceased to be an employee of Northwest. 
Bliss thereafter sued Griswold to set aside the sale of Bliss’ half 
interest in Micromatic and to obtain a partnership dissolution and 
accounting. The case was ultimately decided against Bliss. (J.A. 36.) 

0 A report of this conference prepared by one of the Chicago PAD 
representatives noted in pertinent part (J.A. 3, J.A. 140): 

The contractor’s representatives called in response to request 
by this office for preliminary discussion of data needed for 
renegotiation for the fiscal year ended 31 December 1944. The 
contractor had already filed standard report and complete fig¬ 
ures on earnings that indicated a basic profit of about 20% 
on $2,000,000 renegotiable sales. Total sales were shown to be 
about 95% renegotiable. 

# * * « * 

The president of the company, Mr. Griswold, is dominant 
owner of this business. He has certain other manufacturing 
interests in Minneapolis, # # * Mr. Griswold stated that the 
independent auditor employed by the company, Herman J. 
Piesch, Baker Bldg., Minneapolis had a set of working papers 
at his office at the time of the fire, and that he had been engaged 
in completing the 1944 audit and in setting up the new books 
to replace those destroyed by fire. It was believed that the 
necessary accounting figures for renegotiation would be avail¬ 
able shortly. 

w 

It was arranged that Mr. Griswold would immediately upon 
his return to Minneapolis advise Mr. Piesch of the data re¬ 
quired, and that Mr. Piesch upon getting this data into shape 
would communicate with this office, and a representative, prob- 
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November 27, 1945, January 3, 1946, 7 and February 6, 
1946 (Stipulation, J. A. 70); and in Chicago on February 
12, 1946, April 4, 1946, and April 30, 1946 (Stipulation, 
J. A. 70). 

The day following the last of these conferences, May 1, 
1946, Chicago PAD sent the following registered letter to 
Northwest with the intention, as the Tax Court expressly 
found (J. A. 39), of formally commencing renegotiation 
proceedings (J. A. 39; Exh. Q, J. A. 178): 

1 May 1946. 

Via Registered Mail, 

Northwest Automatic Products Co. 

170 Lvndale Avenue N. 

Minneapolis 3, Minnesota 


Attention: Mr. F. W. Griswold, 
President. 


Gentlemen: 


The War Contracts Price Adjustment Board has 
determined that renegotiation proceedings under the 


ably Mr. Cawley, would go to Minneapolis to check the data 
and arrange for any additional information needed. 

***** 

Mr. Piesch was unable to fix a definite date at which time 
the data would be ready for this Division, but Mr. Griswold 
stated that he would ask Mr. Picsch to work on it with all 
possible speed. He will himself furnish the remaining facts 
required unless the auditor has furnished the data by 15 June 
1944. a request will be made for a definite date for us to receive 
the data. 

7 While the January 3, 1946 conference was principally in regard 
to Micromatic, there had been numerous transactions between 
Mieromatic and Northwest, so that one of the matters discussed was 
the effect on Northwest of Bliss’ claims in regard to Micromatic. 
(Exh. WW, J.A. 229 et seq.). At this conference, Griswold agreed 
to consider submission of audit reports on Northwest, as well as 
other of his companies. Subsequently, on February 11, 1946, Gris¬ 
wold sent to Chicago PAD as attachments to a letter on the letter¬ 
head of Griswold Signal Company, copies among other things, of 
Northwest's audits and amended tax returns for 1944. (Exh. M, 
J.A. 173). See also infra , p. 52. 
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Renegotiation Act (Title VII of the Revenue Act of 
1943) for your fiscal year ended 31 December 1944 shall 
be conducted initially by this office. 

This notice, sent by registered mail, constitutes com¬ 
mencement of the renegotiation proceedings in con¬ 
formity with the provisions of subsection (c)(1) of the 
Renegotiation Act. 

Very truly yours, 

(Signed) M. R. Cahill, 

Renegotiator, 

For: John \V. Browning, 

Chief, Price Adjustment Division. 

On the same date the Chief of Chicago PAD wrote to Gris¬ 
wold enclosing a proposed stipulation to extend the time 
for completion of renegotiation of Northwest for 1944 
(J. A. 40; Exh. R., J. A. 179). The letter pointed out (J. A. 
40-41): 

* * * There is a difference of opinion as to when 
renegotiation commences in a particular case, but in 
order to be on the safe side we have been instructed by 
Washington to obtain extensions in all cases where any 
doubt may arise. In this particular case, renegotiation 
could not have commenced prior to the date this office 
had its first meeting with vou last summer. 

• • • * • 

I intended to mention this to you when you were in 
the office yesterday afternoon but the matter was over¬ 
looked. If you can take care of this right away it will 
be appreciated, and Mr. Cahill will pick up the executed 
papers when he is in Minneapolis this week. 

The stipulation to extend the time for completion of re¬ 
negotiation was never signed or executed by Northwest 
(J.A. 41). 

On May 7,1946, Cahill, a representative of Chicago PAD, 
met at the Northwest plant in Minneapolis with Griswold, 
together with another Northwest employee, and a repre¬ 
sentative of the accounting firm of Peat, Marwick & Mitchell, 
primarily to discuss an audit of Micromatic for the fiscal 
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year ended April 30, 1945 and inter-company transactions 
that Micromatic might have had with affiliated companies, 
including Northwest (J. A. 41). Subsequently Griswold 
authorized Peat, Marwick & Mitchell to make an audit of 
Micromatic for the period ended April 30, 1945 and April 
30, 1946, as well as audits for other Griswold companies, 
including Northwest, with the completed audits to be fur¬ 
nished to Chicago PAD (J. A. 41-42). Although an audit 
of Micromatic had been made earlier bv another accounting 
firm, Chicago PAD desired another audit. (J. A. 42.) 
After some further correspondence, Griswold on behalf of 
Micromatic, wrote Chicago PAD on July 3, 1946, in part 
as follows (J. A. 42-43): 

* * * I regret that you feel disappointed in progress 
made towards auditing the affairs of Micromatic Metal 
Products Company. However, 1 feel that your dis¬ 
appointment must be traceable to a misunderstanding 
as to the commitments made at the conference in your 
office on April 4. If you will consult the stenographic 
notes that were taken, I am confident that you^wfill find 
that I did not unconditionallv agree to have another 
audit made. What I stated at the conference was, that 
if the investigation indicated that any of the charges 
which your Mr. Cahill reported were made to him by 
Mr. Bliss and his counsel had any foundation in fact, 
that then I myself would insist upon having a complete 
audit made of the affairs of the Companies by independ¬ 
ent accountants. 

However, investigation of those charges disclosed 
that they were absolutely without foundation. * • * 

• * * # * 


I have examined the report prepared by Hines & 
Wilkerson dated May 28, 1946, which you were kind 
enough to forward to us. But I find nothing in the 
report except wholly unsupported charges. There is 
nothing in their investigation or report that would 
justify the Company in undertaking the expense of a 
re-audit. 




Oil April 21, 1947, the Treasury Department Price Ad¬ 
justment Board (Treasury PAD), to whom the various 
renegotiation proceedings pending at Chicago PAD in re¬ 
spect to Northwest and other Griswold companies had been 
transferred, advised Northwest by registered air mail 
(J. A. 44; Exh. RR, J. A. 212): 

A final renegotiation conference with regard to re¬ 
negotiation proceedings for your fiscal year ended 
December 31,1944, is set for Wednesday, April 30,1947, 
at 10:00 a. m., Room 5304 Procurement Division Build¬ 
ing, 7th & D Streets, S. W., Washington 25, D. C. 

Confirmation of this date is requested. 

Replying on April 25, 1947, that it believed that renegoti¬ 
ation had been commenced by Chicago PAD’S letter of Mav 
S, 1945 and consequently that time for completion of the 
renegotiation proceedings had expired on May 8, 1946, 
Northwest, through its attorneys, therefore requested that 
the proposed conference be cancelled (J. A. 45). Treasury 
PAD responded by telegram on April 28, 1947, stating 
“Letter May 1, 1946, started renegotiation. Conference 
scheduled April 30 remains effective.” (J. A. 46.) North¬ 
west attended the conference, preserving its objection as 
to timeliness (J. A. 46). On the same day, April 30, 1947, 
a unilateral order was issued, determining that Northwest 
had received excessive profits in the amount of $180,275.52 
on contracts subject to renegotiation for its fiscal year 
ended December 31, 1944 (J. A. 27). 

After finding the foregoing, the Tax Court held first, con¬ 
trary to Northwest’s position, that the letter of May 8, 1945 
did not commence renegotiation, since it referred only to a 
preliminary conference and since it was not sent by regis¬ 
tered mail (J. A. 53). 8 The Tax Court, however, went on 
to hold that the letter of Mav 1, 1946, even though sent bv 

8 It was on the basis of its contention that renegotiation was 
commenced on May 8. 1945 that Northwest urged that since the 
unilateral order was issued April 30, 1947, there had not been 
completion of renegotiation within a year, as required by Section 
403(c)(3) of the 1943 Renegotiation Act. 
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registered mail and explicitly intended to start renegoti¬ 
ation proceedings, likewise failed to commence renegotiation 
because it did not notice the time and place of the initial 
renegotiation conference (J. A. 56-58). The court rejected 
the Government’s argument that the omission was imma¬ 
terial in view of the conferences had before and after May 
1, 1946; recognizing that the letter in all other respects 
accorded fully with statutory requirements, the court never¬ 
theless concluded that strict compliance in every detail with 
the statutory language was necessary to commence rene¬ 
gotiation (J. A. 58). 

Finally, the court rejected the Government’s further con¬ 
tention that even if the letter of May 1, 1946 did not com¬ 
mence renegotiation, the proceedings were nevertheless 
timely commenced by the letter of April 21, 1947, which con- 
cedely complied with all statutory requirements. The 
Government urged that Northwest had not fullv filed its 
Standard Form of Contractor’s Report with the Board 
until July 3, 1946, and that since under the statute the one- 
year period for commencing renegotiation did not begin to 
run until this Report was filed, the letter of April 21, 1947 
timely commenced renegotiation. In support of its position, 
the Government pointed out that prior to February 11,1946, 
the earliest date at which all of the information required 
by the Report could possibly be said to have been supplied, 
Griswold effectivelv revoked his affirmation of figures which 
he had initially submitted in connection with the Report, 
and not until July 3, 1946 did he reaffirm his intention to 
rest on the information as given. See infra , pp. 43-59. 

However, abandoning the technical criteria by which it 
upheld Northwest’s claim of a defect in the letter of com¬ 
mencement, the Tax Court held with respect to the Con¬ 
tractor’s Report that only substantial compliance was neces¬ 
sary, and that since there was no necessity for the filing of 
“a report complete and perfect in every detail,” the ma¬ 
terials filed by Northwest by February 11, 1946 were suf¬ 
ficient to start the limitation period running (J. A. 61). 
Accordingly, holding that “under the circumstances” the 
Contractor’s Report had been fully filed no later than 
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February 11, 1946, the court concluded that the letter of 
April 21, 1947, mailed more than a year after this date, did 
not timely commence renegotiation (J. A. 62). 

STATUTES AND REGULATIONS INVOLVED 

For the convenience of the court, the pertinent statutes 
and regulations are set out as an appendix to this brief 
infra, pp. 63-68. 

STATEMENT OF POINTS 

1. The Tax Court erred in holding that renegotiation of 
respondent’s profits for its fiscal year ended December 31, 
1944 was not timely commenced. 

2. The Tax Court erred in holding that the registered 
letter which was mailed to respondent by the Chicago Ord¬ 
nance Price Adjustment Division on May 1, 1946, and which 
stated that “This notice, sent by registered mail, constitutes 
commencement of the renegotiation proceedings in con¬ 
formity with the provisions of subsection (c)(1) of the 
Renegotiation Act,” failed in the circumstance of this case 
to commence renegotiation of respondent’s profits for its 
fiscal year ended December 31, 1944. 

3. The Tax Court erred in holding that respondent’s 
“Standard Form of Contractor’s Report” for its fiscal year 
ended December 31, 1944, had been “filed,” for the purpose 
of computing the statute of limitations on commencement 
of renegotiation of respondent’s excessive profits for that 
year on February 11, 1946, rather than on or after July 3, 
1946, and therefore that the letter of April 21, 1947 did not 
timely commence renegotiation. 

4. The Tax Court erred in holding that respondent was 
discharged under Section 403(c)(3) of the Renegotiation 
Act of 1943 of all liabilities for excessive profits for its fiscal 
year ended December 31,1944. 

SUMMARY OF ARGUMENT 

I 

Preliminary to the question on the merits, there is, we 
believe, a jurisdictional question: whether a Tax Court 
decision on the issue of timely commencement of renego- 
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tiation is open to appellate review. Since the Government’s 
role in previous litigation of this issue has rendered it 
inappropriate for us to take other than an expository posi¬ 
tion on this question, we have presented both sides of the 
issue for this Court’s consideration. 

While the language of Section 403(e)(1) of the Renegotia¬ 
tion Act of 1943, conferring exclusive jurisdiction on the 
Tax Court to determine excessive profits, provides that 
“such determination shall not be reviewed or redetermined 
by any court or agency,” this Court beginning in 1946, 
repeatedly held that it has power to review Tax Court 
renegotiation decisions on “constitutional and jurisdic¬ 
tional” grounds. In Blanchard Mach. Co. v. Reconstruction 
Finance Corporation Price Adjustment Board, 85 U.S. App. 
D.C. 361, 177 F. 2d 727, certiorari denied, 339 U.S. 943, the 
first case to raise the issue presented here, this Court held 
that this question of timely commencement of renegotiation 
was reviewable. But when the issue was again raised in 
United States v. Martin Wunderlich, 94 U.S. App. D.C. S, 
211 F. 2d 433, a different panel of this Court expressly 
overruled the Blanchard decision. 

This is the way the matter stood when the Supreme Court 
decided United States v. California Eastern Line, 348 U.S. 
351. Despite California Eastern and subsequent holdings 
of this Court, the issue still appears to be unsettled. Al¬ 
though California Eastern clearly holds that the issue of 
contract renegotiation is open to appellate review, it does 
not plainly indicate whether the issue of timely commence¬ 
ment is also reviewable and, depending upon the part of the 
opinion emphasized, may in fact permit either result. On 
the one hand, the opinion appears to accept the review prac¬ 
tice developed by this Court, which of course included 
Wunderlich. But, on the other hand, the opinion also in¬ 
dicates that the Supreme Court is formulating its own 
standard of review, and contemplates a scope of review 
broader than that heretofore followed by this Court and 
which would clearly encompass timeliness of commence¬ 
ment. Recent decisions of this Court ( Hanlom-Waters, Inc. 
v. United States, — U. S. App. D.C. —, 222 F. 2d 798 and 
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the decision on the remand of California Eastern) suggest 
that this Court reads the Supreme Court’s opinion as 
opening the issue of timely commencement to review. If 
such is the case the Government is entitled to invoke this 
review just as any private contractor. However, since these 
recent decisions do not expressly so hold we have filed this 
petition, setting forth the considerations both for and 
against jurisdiction and leaving it to this Court definitely 
to resolve the problem. 

II 

If this Court holds that it has jurisdiction in this matter, 
we believe it should reverse the Tax Court’s determination 
that renegotiation here was not timelv commenced. 

A. The statute, in requiring that renegotiation be com¬ 
menced by the mailing of a registered letter setting the 
time and date for a conference, obviouslv intended onlv 
that the contractor be advised with sufficient definiteness 
of the date of commencement of renegotiation; and the 
letter of May 1, 1946, which in fact goes beyond the literal 
requirements of the Act by expressly stating that “this 
letter constitutes commencement of renegotiation proceed¬ 
ings,’’ fully satisfied this congressional intent. In view of 
the long series of conferences between the contractor and 
the agency, both before and after the mailing of this letter, 
it would have been wholly unnecessary, if not ridiculous, 
for the letter itself to schedule a conference. There is no 
evidence, or even a claim, that Northwest wms injured by 
this omission: to the contrary, the voluminous record amply 
demonstrates that the contractor took full part in all re¬ 
negotiation proceedings, and was deprived of no oppor¬ 
tunity to participate in conferences, submit data and be 
heard, and to have a timely final order issued. The Court 
of Appeals for the Second Circuit brushed aside a similar 
attempt to escape liability for excessive profits through an 
alleged defect in the letter of commencement, affirming the 
district court’s rejection of this claim as “little more than 
a quibble’’ and pointing out that “defendants have not 
shown, nor do they seriously contend, that this error in any 
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way misled them.” United States v. Wissahickon Tool 
Works, 200 F. 2d 936, 940. We believe that here, too, where 
there is no claim whatever of injury to the contractor, 
Northwest should not be permitted to escape its clear 
liability under the broad remedial provisions of an emer¬ 
gency statute upon the wholly technical ground of an 
alleged defect in the letter of commencement. 

B. Even if the letter of May 1, 1946 was ineffective to 
commence renegotiation, we believe that since Northwest 
failed to file its Standard Form of Contractor’s Report 
until at least July 3,1946, the Government’s letter of April 
21, 1947, constituted timely commencement. Northwest 
originally filed an incomplete Report on May 4, 1945, cer¬ 
tifying, as required by Regulation, that the information 
which it did furnish was “true and correct.” Although the 
Tax Court found that the company supplied the remainder 
of the required data by February 11,1946, prior to this later 
date Griswold, Northwest’s president, effectively revoked 
his certification of the material which he had earlier sub¬ 
mitted. The record of conferences between Griswold and 
the renegotiating agency, set out at length in our brief, 
clearly demonstrates that Griswold recognized the strong 
possibility of serious inaccuracies with respect to North¬ 
west’s 1944 figures; that he agreed to conduct an audit of 
certain inter-company transactions in order to determine 
the true figures; and that when the result of this audit 
failed to resolve the discrepancies, he agreed to have a 
new and independent audit conducted. The agency ac¬ 
cordingly suspended renegotiation work pending receipt 
of reliable figures, and not until July 3,1946, was it advised 
by Griswold that instead of supplying new audits he was 
satisfied with the figures as submitted. Until this time we 
believe that the agency had no duty to proceed with 
renegotiation, and that it was fully justified in awaiting 
receipt of information which the contractor was willing to 
affirm. To hold otherwise is to nullify completely the re¬ 
quirement that the data submitted be verified. 

C. We submit, therefore, that the Tax Court, having 
given the statute an overly literal interpretation in denying 
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full effect to the letter of May 1, 1946, compounded its 
error by failing to apply equally strict standards in deter¬ 
mining whether the contractor had complied with its obli¬ 
gation under statute and regulation to submit a verified 
Contractor’s Report upon which the agency could rely in 
commencing renegotiation. Whether a broad or a narrow 
interpretation is given to the terms of the Renegotiation 
Act, the record in this case indisputably establishes that 
thfe Government timely commenced renegotiation and that 
the decision of the Tax Court relieving respondent of its 
liability for excessive profits should be reversed. 

ARGUMENT 

I 

The Jurisdiction of This Court to Review the Tax Court’s 
Determination That the Commencement of Renegotiation 
Was Not Timely. 

The appeal in this renegotiation case seeks to bring for 
review before this Court the question whether the Tax Court 
erred in holding that renegotiation had not been commenced 
within the time limits prescribed by Section 403(c)(3) of 
the Renegotiation Act. However, before this issue is 
reached, there is a preliminary question which must be 
resolved, i.e., whether the question of timely commence¬ 
ment is open to appellate review. As the court well knows, 
this question has had a somewhat checkered history, and 
in view of the part played therein by the Government, w’e 
believe that it would be inappropriate for us to take a 
position either way on this jurisdictional issue. Conse¬ 
quently, we intend in this brief merely to discuss the de¬ 
cisions which have dealt with the question together with 
some of the- considerations, pro and con, which may be of 
assistance to the court in resolving the problem. 

A. The Cases Prior to United States v. California Eastern 

Line, 348 U. S. 351. 

In assigning to the Tax Court the function of redetermin¬ 
ing de novo agency determinations of excessive profits re- 
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ceived by war contractors, Congress provided in Section 
403(e)(1) of the Renegotiation Act of 1943 (Revenue Act 
of 1943, Title VII) that the Tax Court 

* # * shall have exclusive jurisdiction, by order, to 
finally determine the amount, if any, of such excessive 
profits received or accrued by the contractor or subcon¬ 
tractor, and such determination shall not be reviewed 
or redetermined by any court or agency. 

Beginning in 1946, this Court has repeatedly held that it 
has power to review Tax Court renegotiation cases on con¬ 
stitutional and jurisdictional grounds. E. g., U. S. Electrical 
Motors, Inc. v. Jones, 80 U. S. App. D. C. 329,153 F. 2d 134; 
Lowell Wool By-Products Co. v. War Contracts Price Ad¬ 
justment Board, 89 U. S. App. D. C. 281, 192 F. 2d 405; 
Armstrong v. IT 7 ar Contracts Price Adjustment Board, 90 
U. S. App. D. C. 152, 194 F. 2d 875, certiorari denied, 343 
U. S. 967; Knu-Vise v. WCPAB, 90 U. S. App. D. C. 218,195 
F. 2d 198; Psaty <fj Fuhrman v. Stimson, 87 U. S. App. D. C. 
47,1S2 F. 2d 985; Eastern Machinery Co. v. Under Secretary 
of War, S6 U. S. App. D. C. 331, 182 F. 2d 99; Blanchard 
Mach. Co. v. Reconstruction Finance Corporation Price Ad¬ 
justment Board, 85 U. S. App. D. C. 361, 177 F. 2d 727, cer¬ 
tiorari denied, 339 U. S. 943; Ring Construction Corp. v. 
Secretary of War, 85 U. S. App. D. C. 386, 178 F. 2d 714, 
certiorari denied, 339 U. S. 943. 

The first case formulating this holding was U. S. Electri¬ 
cal Motors v. Jones , supra, in which this Court held review- 
able a decision of the Tax Court that the petition for review 
filed pursuant to the then Section 1141(a), now Section 
7482(a), of the Internal Revenne Code was filed too late to 
enable the Tax Court to take jurisdiction of the case. Re¬ 
ferring to the “finality” provisions of the Act (set out 
infra, pp. 64-65), this Court said (80 U. S. App. D. C.33I, 
153 F. 2d 136-7): 

Respondents argue that the Renegotiation Act for¬ 
bids judicial review of any act of the Tax Court in a 
renegotiation case. The Act does not so read. It very 

carefullv savs that the Tax Court shall have exclusive 
» * 
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jurisdiction to determine the amount of excessive 
profits. It leaves untouched, by direct reference or 
otherwise, the remaining content of Section 1141(a) of 
the Internal Revenue Code. We think, therefore, that 
the statute places exclusive and unreviewable juris¬ 
diction in the Tax Court to determine the amount of 
excessive profits, including questions of both law and 
fact in such determination, but that a ruling upon the 
jurisdiction of the Tax Court is untouched by that pro¬ 
vision and, therefore, remains reviewable by this court. 
It would, we think, require clear language to indicate 
that Congress intended that any tribunal should have 
unreviewable authority to determine its own juris¬ 
diction. 

Accordingly, the decision below was reversed and the Tax 
Court was ordered to hear the case and make the appropri¬ 
ate determination. 

In subsequent cases, the Court further undertook to de¬ 
fine those issues which it regarded as “jurisdictional. ” 
Thus, in Warner & Swaseij Co. v. Board of Directors , RFC, 
S3 U. S. App. D. C. 339, 170 F. 2d 164, the Court passed on 
the question as to the proper defendants in the Tax Court. 
In Maguire Industries v. Secretary of War , 87 U. S. App. 
D. C. 356, 1S5 F. 2d 434, the Court held reviewable and re¬ 
viewed determinations of the Tax Court as to whether 
proceeds received for part of a fiscal year as well as those 
received for an entire fiscal year were subject to renegoti¬ 
ation. In Loicell Wool By-Products Co. v. TFar Contracts 
Price Adjustment Board , S9 U. S. App. D. C. 281, 192 F. 2d 
405, the Court held as jurisdictional, the issue whether two 
companies were “under common control” for the purpose 
of applying the $500,000 war-business floor provision of 
Section 403(c)(6) of the Renegotiation Act. In A rmstrong 
v. War Contracts Price Adjustment Board , 90 U. S. App. 
D. C. 152,194 F. 2d 875, certiorari denied, 343 U. S. 967, the 
Court reviewed as jurisdictional the question whether a 
particular salesman receiving commissions on sales by steel 
companies under contracts or subcontracts with the Govern- 
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ment was a “subcontractor,” subject to renegotiation under 
the Act. Ring Construction Cory. v. Secretary of War, 85 
U. S. App. D. C. 386, 178 F. 2d 714, certiorari denied, 339 
U. S. 943, reviewed the issues of whether the Renegotiation 
Act was intended to apply retroactively and whether if so 
applied, the Act was constitutional. See, also, Blanchard 
Mach. Co. v. Reconstruction Finance Corporation Price 
Adjustment Board, 85 U. S. App. D. C. 339, 177 F. 2d 727, 
certiorari denied, 339 U. S. 943; Eastern Machinery Co. v. 
Under Secretary of War, 86 U. S. App. D. C. 331, 182 F. 2d 
99; Warner cO Swasey Co. v. War Contracts Price Adjust¬ 
ment Board, 91 U. S. App. D. C. 330, 201 F. 2d 201, certiorari 
denied, 345 U. S. 924. 

On the other hand, the Court in a number of decisions 
made clear those issues which it regarded as nonjurisdic- 
tional. In Eastern Machinery Co. v. Under Secretary of 
War, 86 U. S. App. D. C., 182 F. 2d 99, and Knu-Vise, Inc. v. 
War Contracts Price Adjustment Board, 90 U. S. App. D. C. 
218,195 F. 2d 198, the Court ruled that it would not consider 
any of the petitioners’ allegations of error as to the Tax 
Court’s computation of the amount of excessive profits. The 
same ruling was made in Ring Construction Corp. v. Secre¬ 
tary of War, 85 XT. S. App. D. C. 386,178 F. 2d 714, certiorari 
denied, 339 U. S. 943; the Court also held in Ring that it 
would not review the Tax Court’s decision as to burden of 
proof in its proceedings. In Psaty (0 Fuhrman v. Stimson, 
87 U. S. App. D. C. 47,1S2 F. 2d 985, and in Keller v. United 
States, 93 IT. S. App. P. C. 411, 207 F. 2d 610, certiorari de¬ 
nied, 347 U. S. 918, the Court ruled unreviewable the ques¬ 
tion of whether the Tax Court correctly decided that peti¬ 
tioners’ accounts should be renegotiated on a completed- 
contract basis rather than on a fiscal year basis. 

It was against this background that this Court originally 
considered the reviewability of issues as to the timeliness of 
commencement of renegotation. This problem came before 
this Court in 1949 in Blanchard Machinery Co. v. Recon¬ 
struction Finance Corporation Price Adjustment Board, 
supra, which raised the issue of timely commencement of 
renegotiation as well as issues of the construction and con- 
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stitutionality of a Renegotiation Act amendment. 'While 
the Government urged that the Tax Court’s determination 
of these issues was final, 9 the Court rejected the Govern¬ 
ment’s position and held instead in an opinion written by 
District Judge Ford and joined in by Circut Judges Edger- 
ton and Proctor (85 U. S. App. D. C. at 362, 177 F. 2d at 
728-729): 

Since the provision of the Act relied upon ascribes 
finality only to the Tax Court’s determination of “the 
amount” of excessive profits (the issue eliminated by 
stipulation) and “leaves untouched, by direct reference 
or otherwise, the remaining content of section 1141(a) 
of the Internal Revenue Code”, United States Electri¬ 
cal Motors v. Jones, SO U. S. App. D. C. 329, 153 F. 2d 
i 134, 136, we think respondent’s contention in respect 
to our lack of jurisdiction to review the question here 
presented is untenable. 

The Court, accordingly, proceeded to consider the merits 
of the various questions raised, including that of timely 
commencement. 

The Blanchard decision apparently remained the law in 
this Court until 1954, when the final decision was rendered 
in United States v. Martin Wunderlich Co 94 U. S. App. 
P. C. S, 211 F. 2d 433. In that case, the Tax Court had 
held that the Government had failed timely to commence 
renegotiation with Wunderlich, and the Government, rely¬ 
ing on the apparently controlling Blanchard decision, 
sought review of the Tax Court’s determination. When 
Wunderlich moved to dismiss the petition for review for 
lack of jurisdiction, the Court (Stephens, C. J., Miller, 


9 The Government’s brief recognized that in U. S. Electrical 
Motors Inc. v. Jones , 80 U.S. App. D.C. 329, 153 F. 2d 134, this Court 
had held that it had jurisdiction to review determinations of the 
Tax Court, with respect to the Tax Court’s own jurisdiction, but it 
urged that the question of timely commencements of renegotiation 
by the renegotiating agency did not present such an issue and hence 
that whatever the scope of review in this Court, it did not encompass 
this question. 
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Fahy, JJ.) rejected this contention in an order dated Jan¬ 
uary 6,1953, which read: 

This case came on for consideration on respondents ’ 
motion to dismiss this petition for review of an order 
of the Tax Court of the United States and was argued 
by counsel. 

On consideration whereof it is Ordered by the Court 
that said motion to dismiss be, and it is hereby, denied 
in view of the decisions of this Court in: U. S. Electri¬ 
cal Motors , Inc. v. Jones , 153 F. 2d 134 (1946); Blanch¬ 
ard Machine Co. v. R. F. C., 177 F. 2d 727 (1949); 
Lowell Wool By-Products Co. v. War Contracts Price- 
Adjustment Board, 192 F. 2d 405 (1951); Armstrong 
v. War Contracts Price Adjustment Board, 194 F. 2d 
875 (1952). 10 

Subsequently, when the case was before the Court on the 
merits, Wunderlich renewed its objection to this Court’s 
jurisdiction to review the issue of timely commencement. 
At that time, the Court (Miller, Bazelon and Fahy, JJ) 
reconsidered the prior ruling, and as requested by Wunder¬ 
lich, dismissed the petitions for review for lack of juris¬ 
diction (94 XT. S. App. D. C. at 11, 211 F. 2d at 436). Said 
the Court (94 U. S. App. D. C. at 11, 211 F. 2d at 436) : 

In finding from the evidence that renegotiation of 
contract No. 571 was not seasonably undertaken, that 
is, that the period of limitations had expired before 
the Secretary sought renegotiation of that contract, 
the Tax Court did not decide a question of its juris¬ 
diction. Compare United States v. California Eastern 
Line, Inc., 1954, 93 U. S. App. D. C. 289, 211 F. 2d 635. 
The court decided a mixed question of fact and law 
regarding the timeliness, and consequent limitation 
bar, of renegotiation of a particular contract. This 
was not a jurisdictional decision but one which properly 
falls within those incidental to the determination of the 
amount of excessive profits, unreviewable by any court. 

10 The Supreme Court denied Wunderlich’s petition for certiorari, 
seeking review of this order, 345 U.S. 950. 
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Recognizing; that the Blanchard holding was to the contrary, 
the Court discussed that decision briefly and concluded 
( ibid.) : 

To the extent the Blanchard case may be construed 
as holding we have jurisdiction to review the Tax 
Court’s decision as to timeliness in initiating renegotia¬ 
tion, it is no longer to be regarded as authority. 

Judge Bazelon did not join in the opinion but concurred 
in the result. 

The Government did not file a petition for a writ of cer¬ 
tiorari from the Wunderlich decision, and absent the sub¬ 
sequent history in this area, Wunderlich would be con¬ 
trolling in the present case. However, there has been sub¬ 
sequent history, and it is this history to which we now 
turn. 

B. United States v. California Eastern Line, 348 U. S. 

351 and Cases Subsequent Thereto. 

While the Government did not seek certiorari in Wunder¬ 
lich, it did seek Supreme Court review of this Court’s 
decision in United States v. California Eastern Line , 93 XI. S. 
App. D. C. 2S9, 211 F. 2d 635. In that case, which was 
decided shortly before Wunderlich and to which Wunder¬ 
lich refers (see supra, p. 19), the Tax Court had decided 
that a contract negotiated between the Maritime Commis¬ 
sion and a shipping corporation, but signed only by the ship¬ 
ping firm and a representative of the British Ministry of 
Transport, did not constitute a renegotiate contract within 
Section 403(c)(1) of the Renegotiation Act of 1942, as 
amended, and accordingly, that the contractor was not 
required to refund to the Government the excessive profits 
which it had received under this contract. 17 T. C. 1325. 
The Government appealed to this Court, but the Court, quot¬ 
ing at length from Macauley v. Waterman S. S. Corp.. 327 
I T . S. 540, 544, held that the issue of contract renegotinhilitv 
was not open to appellate review. Said the Court (93 U. S. 
App. D. C. at 292, 211 F. 2d at 638): 
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It is argued to us that the long passage which we 
have quoted was dictum. Whether it was or was not, 
we think we cannot disregard it. The problem now be¬ 
fore us is precisely the problem involved in that dis¬ 
cussion. The Court said without qualification that 
what are and what are not negotiable contracts is a 
question of coverage and a part of the determination 
of the amount of excessive profits, as to which the Tax 
Court has exclusive jurisdiction. According to that 
statement, which we apply as written, this court has 
no jurisdiction to review the decision of the Tax Court 
upon the question whether the contract in controversy 
was or was not rencgotiable. We do not understand 
the Supreme Court to have foreclosed review if require¬ 
ments of due process were allegedly violated, but we 
do not have that question before us. 

The Supreme Court reversed this decision and held that 
this Court should have received the issue of contract rene¬ 
gotiability. In so holding, the Supreme Court, of course, 
left no doubt that issues of contract renegotiability are 
open to appellate review and this Court has already so 
recognized. See Lichter v. United States, 95 U. S. App. 
D. C. 316, 221 F. 2d 869; Estate of Robert I. Gale v. United 
States, 95 U. S. App. D. C. 317, 221 F. 2d 872; Hanlon-Wat- 
ers, Inc. v. United States, — U. S. App. D. C. —, 222 F. 2d 
798. However, although the result and reasoning of 
the Supreme Court is clear as applied to the precise issue 
before it, the opinion does not plainly indicate the ap¬ 
propriate result on the issue here involved and indeed, de¬ 
pending upon the part of the opinion emphasized, may per¬ 
mit inconsistent results. 

On the one hand, the opinion states (348 U. S. at 354): 

* * # As long ago as 1946 the Court of Appeals 
for the District of Columbia interpreted $ 1141 as 
authorizing review of renegotiation orders. It has 
followed that interpretation in a number of later cases, 
including this one. All of these cases, however, have 
recognized that the scope of § 1141 review over rene- 
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gotiation orders is narrowed by that part of the Rene¬ 
gotiation Act that makes nonreviewable Tax Court de¬ 
terminations of amounts of excess profits, if any. This 
reconciliation of § 1141 with the Renegotiation Act 
has a permissible basis, and accordingly we see no rea¬ 
son to upset the review practice that has grown up 
under it. * * * 

Tliis language appears to suggest an intention by the Su¬ 
preme Court to adopt the review practice followed by this 
Court, and since this practice includes the Wunderlich 
decision, there are reasonable grounds for arguing that 
Wunderlich is still good law. 

This view was presented to and, although apparently not 
without some reservation (see fn. 11; infra, p. 23), adopted 
by the Court of Appeals for the Sixth Circuit in Ehco 
Manufacturing Co. v. Secretary of Commerce, 221 F. 2d 
902. The Ebco case raised a venue question— i. e., whether, 
in view of the provisions of Section 1141(b) of the Internal 
Revenue Code, there is venue in any court of appeals, other 
than this Court, to entertain an appeal in a Tax Court 
renegotiation case—as well as the issue of reviewability 
of a Tax Court determination as to the timeliness of com¬ 
mencement of renegotiation. The Sixth Circuit dealt with 
the reviewability issue first; the court, after quoting part 
of the California Eastern language set out supra and sum¬ 
marizing Wunderlich, commented (221 F. 2d at 904): 

In view of this decision of the Court of Appeals for 
the District of Columbia and of the approval of that 
court’s “reconciliation of $ 1141 with the Renegotiation 
Act” expressed by the Supreme Court in the California 
Eastern Line opinion, we conclude that we are without 
jurisdiction to review the Tax Court’s determination 
in the present case. Unlike the question of renegotia¬ 
bility involved in the California Eastern Line case, 
going to the basic issue of statutory power to rene¬ 
gotiate, the question in the present case relates only 
to a procedural question in the renegotiation process, 


23 


final resolution of which Congress appropriately left 
to the Tax Court. 11 

On the other hand, the California Eastern opinion also 
states (348 U. S. at 354-355): 

In making determinations as to excess profits the 
Tax Court must decide at least two separate but inter¬ 
related questions: (1) whether a renegotiablc contract 
is involved and (2) the amount if any of excessive 
profits. We held in the Waterman case that the Tax 
Court has primary, exclusive jurisdiction to decide 
wdiether a contract is renegotiable. That result was 
reached because the Act gives the Tax Court exclusive 
jurisdiction to determine the amount of profits and 
the existence of a renegotiable contract is essential 
to such a determination. In Waterman, however, we 
did not decide any question concerning the review- 
ability of Tax Court orders entered under the Renego¬ 
tiation Act. 

The language and history of the Renegotiation Act 
make it pretty clear that the- Tax Court was selected 
to handle excess profits cases because of that Court’s 
special familiarity with all kinds of business and 
accounting practices in regard to profits, losses, etc. 
Thus it is easy to understand why Congress in § 403 
(e)(1) spelled out with meticulous clarity that Tax 
Court determinations of the amount of excessive 
profits, if any, should be final and nonreviewable. We 
agree that a §1141 Court of Appeals review should 

11 The Sixth Circuit then turned to the venue problem, prefixing 
its discussion thereof with the statement (ibid .): 

Even if we have misconceived the teaching of the California 
Eastern Line decision, however, we find no law which fixes 
venue for this proceeding in this court. 

The court concluded (ibid.): 

# * * The language of section 1141 plainly requires the 
conclusion that where review of Tax Court decision in renego¬ 
tiation cases is permissible, venue for such review is in the 
Court, of Appeals for the District of Columbia. 
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not upset such determinations. But we do not agree 
that the Tax Court’s determination here is in that 
category. The question of the amount of profits was 
not even reached by the Tax Court. It simply held, 
relying largely on common law principles of contract 
law, that there was no government contract to rene¬ 
gotiate. The existence or nonexistence of profits was 
wholly irrelevant to the holding. Consequently this 
is not the kind of determination that $ 403(e) (1) makes 
final and the Tax Court’s decision in this case is there¬ 
fore subject to the normal type of review authorized by 
§ 1141. 

This language lends substantial support to the argument 
that the Supreme Court thus intended that the scope of 
review be broader than that heretofore followed by this 
Court. For it draws a sharp line between, on the one 
hand, the determination of excessive profits itself, i. c., 
matters involving “special familiarity with all kinds of 
business and accounting practices in regard to profits, 
losses, etc.” and, on the other hand, other types of issues, 
which turn on “common law principles of contract law.” 
Since the issue of timelv commencement mav be decided, 
as it was here, without reaching the question of the amount 
of excessive profits, and since the determination of that issue 
revolves about considerations other than business and ac¬ 
counting practices, a strong argument could be made, 
should this language in California Eastern be deemed en¬ 
titled to primary emphasis, that the question of timely com¬ 
mencement of renegotiation is open to appellate review. 


In 77 anlon-Waters. Inc. v. United States, — U. S. App. 
D. C. —, 222 F. 2d 798, this Court (Miller, Bazelon and 
Fahy, XT) may already have accorded such a reading to 
California Eastern. That case involved two issues: (1) 
whether a certain agreement constituted a final settlement 
under which further renegotiation was prohibited; and 
(2) whether renegotiation had been timely terminated. 
The same three judges who had issued the Wnnderlicli 
opinion sat in Eanlon-Waters, and at the oral argument, 
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they had plainly regarded the termination issues as identi¬ 
cal, with Wunderlich controlling both. However, while in 
Uandour-Waters the court discussed California Eastern 
briefly with reference to its jurisdiction to review the final 
settlement question, no such discussion appears with regard 
to the termination issue. Instead, the opinion assumes 
jurisdiction and proceeds to dispose of it on the merits 
(— U. S. App. D. C. at —, 222 F. 2d at 802): 

One further point should be mentioned. The peti¬ 
tioner urges that in any event the unilateral order made 
hv the representative of the United States, approved 
by the Tax Court, was invalid because made after 
the one year limitation contained in § 403(c) (3) of the 
1943 Act, 58 Stat. 84, petitioner having agreed to no 
valid extension. As to this we disagree with petitioner 
and agree with the Tax Court, for the reasons given in 
its opinion. 20 T. C. 537. 12 

Thus, although this Court seems to have read the Su¬ 
preme Court’s opinion in California Eastern as authoriz¬ 
ing review of timeliness of renegotiation, the summary 
manner in which the issue was treated strongly suggests 
either that such a holding was not intended or that the issue 
was not completely canvassed. This seems particularly 
true in light of the fact that the result of such a holding 
would be to overrule Wunderlich , a case which not only was 
not directly involved in California Eastern but which in turn 
had overruled the Blanchard decision. 13 If, however, this 
Court does read California Eastern as opening to appellate 


12 The same view is suggested in the opinion issued by this Court 
(Prettvman, Washington and Danaher, JJ) on February 16, 1946, 
on the remand in California Eastern, where it is stated, “We make 
no comment on the date of commencement of proceedings in relation 
to the petitioner’s fiscal year” (slip opinion, p. 13). 

13 IIanlon-Waters, Inc. was orally argued sometime before the 
Supreme Court rendered its decision in California Eastern, and 
this Court issued its Hanlon-Waters opinion without hearing or 
requesting further argument on the jurisdictional issues. In Cali¬ 
fornia Eastern, the issue of timely commencement was not decided 
by the Tax Court and so was not before this Court for decision. 
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review the issue of timely commencement, the Government 
is entitled to invoke this review just as any private con¬ 
tractor. It is because of our uncertainty as to this Court’s 
reading of California Eastern that it was decided to file 
a petition for review in the instant case, leaving it to this 
Court definitely to resolve the question of the reviewability 
of the issue of timely commencement. 14 

C. Consideration For and Against Jurisdiction. 

As already noted, it seems to us that whether the issue 
of timely commencement of renegotiation is open to appel¬ 
late review turns on which portion of the California East¬ 
ern opinion is deemed controlling. These are, we believe, 
a number of considerations favoring each view. 

1. Among the considerations indicating that timeliness of 
commencement is not open to review is the fact that the 
issue was not specifically raised in the Supreme Court. 
As stated supra . p. 20, certiorari was not sought in Wunder¬ 
lich and the issue in California Eastern was not the review- 
ability of timeliness of commencement but rather that of 
contract renegotiabilitv. 

Consistently with the limited issue raised, the Govern¬ 
ment’s petition and brief on the merits in California East¬ 
ern. both accepted this Court’s reiterated ruling that it 
had power to review Tax Court renegotiation decisions on 
constitutional and' jurisdictional grounds and urged 
strongly that this Court’s opinion in that case was incon¬ 
sistent with this concept of the scope of review, as mani¬ 
fested in its prior decisions. As a matter of fact, a sub¬ 
stantial part of our brief on the merits was devoted to 
demonstrating that in prior decisions, this Court had re¬ 
viewed issues which were the same as, or closely related 
to, question of contract renegotiabilitv there involved. And 
the remaining portions of our brief on the merits were di¬ 
rected to supporting this Court’s position that constitu- 

14 As noted supra, pp. 22-23, the Sixth Circuit in Ebco was not 
entirely convinced as to the impact of California Eastern. Tn this 
connection, it is interesting that while Hanlon-Waters was decided 
before Ebco. the Sixth Circuit does not refer to it. 
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tional and jurisdictional issues arising from Tax Court 
renegotiation decisions were open to appellate review. 
California Eastern’s brief similarly raised no question as to 
Wunderlich, and it urged a narrower rather than a broader 
scope of review than that heretofore followed by this 
Court. Since the Supreme Court usually passes only 
upon questions raised in the particular case before it for 
decision, these circumstances appear to afford consider¬ 
able support for reading California Eastern as adopting 
the scope of review set out in this Court’s prior opinions, 
including Wunderlich. 

Further indications of such an intention on the part of 
the Supreme Court seem to appear in the opinion itself. 
Thus, at one point, the opinion contrasts holdings of this 
Court on the issue of reviewability generally with those set 
out by the Court of Appeals for the Ninth Circuit in French 
v. War Contracts Price Adjustment Board, 182 F. 2d 560, 
which had held Tax Court determinations in renegotiation 
cases wholly free from appellate review. This would seem 
to permit an inference that the Supreme Court regarded the 
problem before it as that of resolving a conflict between the 
Ninth Circuit’s view and that of this Court. In such cir¬ 
cumstances there would be little occasion for the Supreme 
Court to hold the scope of review broader than that adopted 
by this Court. 

Finally, it is noteworthy that the language suggesting a 
broader review, already quoted supra, pp. 23-24, is immedi¬ 
ately preceded by (348 U. S. at 354): 

* * * Under this practice, [?'. e., the review practice de¬ 
veloped in this Court] the particular order here is 
reviewable under § 1141 unless it is a determination 
of “the amount, if any, of excessive profits” within 
the meaning of § 403(e)(1) of the Act. The Court of 
Appeals, relying on Macauley v. Waterman S. S. Co., 
327 U. S. 540, held that it was. On this point we dis¬ 
agree. 

This formulation by the Supreme Court of its disagreement 
with this Court’s ruling suggests that the Supreme Court 
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did not intend by reversing to depart from the review prac¬ 
tice that had grown up, but rather, merely to hold W that 
under that review practice, the question of contract renego¬ 
tiability involved in California Eastern was open to appel¬ 
late review. 

2. The several considerations indicating that the Su¬ 
preme Court intended a scope of review broader than that 
followed by this Court are found principally in the Cali¬ 
fornia Eastern opinion itself. In addition to language 
already set out, supra, pp. 23-24, there are the following: 

First, while the opinion contrasts this Court’s review 
practice with the Ninth Circuit’s holding of no review, there 
was in fact no conflict as far as the situation before the 
Supreme Court was concerned, for under this Court’s hold¬ 
ing in California Eastern, there was no jurisdiction to re¬ 
view the issue of contract renegotiability and, of course, the 
same would be true under the Ninth Circuit’s holding of 
total nonreviewability. 

Second, the opinion goes on to state that (348 U. S. at 
353): 

* * * Never having passed on this jurisdictional ques¬ 
tion, we granted certiorari to decide it. * * # 

This formulation of the Supreme Court’s reason for grant¬ 
ing certiorari further indicates that the Court did not 
regard itself as being called upon to resolve a conflict, an 
indication which is buttressed bv the circumstance that 
when the Supreme Court undertakes to resolve a conflict 
among the courts of appeals, normally it says so in so many 
words in stating the reason for granting certiorari. This 
phraseology also suggests the possibility that the reference 
to the holdings of this Court and of the Ninth Circuit was 
merely by way of background, and that the Supreme Court 
intended to pass on the issue independently of the positions 
previously adopted by the courts of appeals. 

Third, it may be significant that the Supreme Court’s 
formulation of this Court’s prior review practice is in terms 
of a “reconciliation of 1141 with the Renegotiation Act.” 
There is no mention of the fact that this Court’s review 
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practice is formulated in terms of constitutional and juris¬ 
dictional questions. Instead, the Supreme Court states 
that “[Ujnder this practice, the particular order is re- 
viewable under § 1141 unless it is a determination of 
‘the amount, if any, of excessive profits.’” This con¬ 
trast between this Court’s formulation of the review 
practice, and that of the Supreme Court, further sug¬ 
gests that while the Supreme Court agreed that § 1141 and 
the Renegotiation Act could be reconciled, it intended 
thereby not to adopt this Court’s reconciliation in all its 
details, but rather to provide its own reconciliation. This 
reading gathers support from the fact that in referring to 
this Court’s review practice, the Supreme Court cites by 
way of footnote only three of the some fifteen decisions of 
this Court, with none of the three being either Blanchard or 
Wunderlich. 

Fourth, although the Government had urged that this 
Court’s California Eastern decision was inconsistent with 
its prior review practice, the Supreme Court’s approach is 
entirely different. Not only did it refrain from going into 
the details of this Court’s prior holdings with a view of 
determining whether this Court had in fact departed from 
its prior position, but it considered the problem afresh 
within the confines of the standards which it itself enunci¬ 
ated, and on the basis of these standards, it concluded that 
the issue of contract renegotiability was open to appellate 
review. 

Finally, the Supreme Court’s rationale as to what is re- 
viewable differs markedlv from that of this Court. As al- 
ready indicated this Court’s view that review extends to 
constitutional and jurisdictional questions is predicated on 
the theory, set out in U. S. Electrical Motors Inc. v. Jones , 
80 IT. S. App. D. C. 329, 332, 153 F. 2d 134, 137 that: 

# * * It would, we think, require clear language to indi¬ 
cate that Congress intended that any tribunal should 
have unreviewable authority to determine its own juris¬ 
diction. 

In contrast, the Supreme Court stressed the Tax Court’s 
“special familiarity with all kinds of business and account- 
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ing practices in regard to profits, losses, etc.” (348 U. S. at 
355) and indicated that issues not involving business and 
accounting practices are open to appellate review. These 
differences in rationale and approach strongly support a 
reading of California Eastern that the Supreme Court in¬ 
tended a scope of appellate review broader than that 
adopted by this Court. 

II 

The Tax Court Erred in Holding That Renegotiation of Re¬ 
spondent’s Excessive Profits for Fiscal 1944 Was Not Timely 
Commenced. 

Should the Court hold that it has jurisdiction to review 
determinations of the Tax Court as to timely commencement 
of renegotiation, then we believe that this Court should re¬ 
verse the Tax Court’s determination that renegotiation 
in this case had not been timely commenced. 

Under Section 403(c) (3) of the Renegotiation Act of 1943, 
infra, pp. 63-64, renegotiation proceedings must be com¬ 
menced not more than one vear after the close of the fiscal 

* 

vear involved or more than one vear after the filing of the 
Standard Form of Contractor’s Report, whichever is later, 
and must be completed within one year following commence¬ 
ment by an agreement or order determining the amount of 
excessive profits. Northwest urged in the Tax Court not only 
that renegotiation was not timely commenced but also that 
it was not timely terminated. The latter phase of this 
argument was predicated on the contention that renegotia¬ 
tion of Northwest’s fiscal year ended December 31, 1944 
had been commenced on May S, 1945 and consequently that 
while the commencement Avas timely, the termination by the 
entry of a unilateral order on April 30, 1947—more than 
one year later—was untimely. The rejection by the Tax 
Court of this contention advanced by Northwest makes it 
unnecessary at this time to consider the problems raised 
as to timely termination. Nor is there any problem as to 
timely termination involved under either of the dates on 
which the Go\*ernment claims renegotiation was commenced, 
i. e., May 1,1946 or April 21,1947, for neither of these dates 
is more than one year prior to April 30,1947. Consequently, 
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the sole substantive issues presented on this appeal are 
whether the Government's actions on either May 1, 1946 or 
April 21, 1947 were sufficient to commence renegotiation 
and, if so, whether such commencement was timely, i. e., 
within one year after the filing of Northwest’s Standard 
Form of Contractor’s Report. 

Since even under Northwest’s theory of the case, this 
Report was admittedly not filed until at least February 11, 
1946, the agency’s letter to Northwest of May 1, 1946, was 
mailed in ample time to commence renegotiation. We shall 
show, in Point A, infra, pp. 31-43, that despite an alleged 
technical defect, this letter complied in all substance with 
statutory requirements and in the circumstances of this 
case, therefore succeeded in timely commencing renegoti¬ 
ation. If, however, the Tax Court was correct in holding 
that this letter was formally defective, nevertheless we 
show in Point B, infra, pp. 43-54, that, particularly if a test 
of meticulous compliance is employed, Northwest failed 
within the meaning of the applicable law to file its Con¬ 
tractor’s Report until at least July 3, 1946, and therefore 
the agency letter of April 21, 1947, unassailable in form or 
substance, timely commenced renegotiation. In either event, 
of course, the order of April 30, 1947 timely completed the 
renegotiation proceedings, and in either event Northwest 
is therefore liable for the stipulated amount of excessive 
profits. 

A. Renegotiation Was Commenced by the Letter of May 1, 
1946, Which Complied in All Substantial Respects with 
the Requirements of Statute and Regulation. 

Section 403(c)(1) of the Renegotiation Act of 1943, infra, 
p. 63. provides that whenever, in the opinion of the re¬ 
negotiating agency, excessive profits may have been accrued 
or received under Government contracts, the agency shall 
give to the contractor “reasonable notice of the time and 
place of a conference to be held with respect thereto. The 
mailing of such a notice by registered mail to the contractor 
or subcontractor shall constitute the commencement of the 
renegotiation proceeding.” Pursuant to this provision, 
Renegotiation Regulation 721, infra , pp. 67-68, set out a sug- 
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gested form for use as a “Notice of Commencement of Re¬ 
negotiation Proceeding,” which advised the contractor of 
the office to which he had been assigned for renegotiation, 
set the place and date of a conference, and stated that this 
notice constituted commencement of the renegotiation pro¬ 
ceedings in conference with Section 403(c)(1) of the Act. 15 

The Government’s letter of May 1, 1946—mailed within 
a year of February 11, 1946, the earliest date on which 
Northwest’s Contractor’s Report might be deemed com¬ 
pleted and thus timely to commence renegotiation—com¬ 
plied in every substantial respect with the provisions of 
the statute and the regulation. This letter advised North¬ 
west (Exh. Q, J. A. 178): 

The War Contracts Price Adjustment Board has de¬ 
termined that renegotiation proceedings under the 
Renegotiation proceedings under the Renegotiation 
Act (Title VII of the Revenue Act of 1943) for your 
fiscal year ended 31 December 1944 shall be conducted 

initiallv bv this office. 

•• • 

This notice, sent by registered mail, constitutes com¬ 
mencement of the renegotiation proceedings in con¬ 
formity with the provisions of subsection (c)(1) of the 
Renegotiation Act. 


( 

: 


We believe that, in the circumstances of this case, 
this letter was effective to commence renegotiation. 
As the Tax Court expressly recognized (J. A. 39), the 

15 The suggested form was as follows (see infra, pp. 67-68): 

Gentlemen: The War Contracts Price Adjustment Board 
has determined that renegotiation proceedings under the Re¬ 
negotiation Act (Title VII of the Revenue Act of 1943) for 
your fiscal year ended — shall be conducted initially by this 
office. 

A conference with you with respect to this matter is hereby 
set for — at —. If that time is not convenient, kindlv advise 
us promptly in order that a continuance may be arranged. 

This notice, sent by registered mail, constitutes commence¬ 
ment of the renegotiation proceedings in conformity with the 
provisions of subsection (c) (1) of the Renegotiation Act. 

Very truly yours. 


4 



I 
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letter on its face leaves no doubt that its purpose was to 
commence renegotiation. Moreover, as required by Sec¬ 
tion 403(c)(1), the letter was sent by registered mail to 
ensure that Northwest was advised of the intent to 
commence renegotiation. In these circumstances, there 
plainly was no possibility that Northwest could have been 
confused as to the intent to commence renegotiation nor as 
to the date upon which renegotiation commenced, and in¬ 
deed nowhere in these proceedings has Northwest made any 
such claim. Inasmuch as the letter was sent bv registered 
mail and unequivocally advised that it constituted the com¬ 
mencement of renegotiation, the congressional intention 
“to eliminate, to the extent possible, uncertainty as to 
timely commencement and as to the beginning of the critical 
period for timely completion of a proceeding” (J. A. 53) 
was fullv satisfied. 

V 

Northwest urges, however, and the Tax Court agreed, 
that although the letter of May 1, 1046 was sent by regis¬ 
tered mail and left no doubt of an intention to commence 
renegotiation, it nevertheless was ineffective to commence 
renegotiation because it failed to set a time and place for a 
conference. We believe that this position unduly empha¬ 
sizes the literal language of Section 403(c)(1), and com¬ 
pletely ignores its purpose and intent. For when the pro¬ 
vision is viewed against the background of its purpose, it is 
clear, we submit, that a letter such as was here sent, fully 
achieves the purpose intended by Congress. This conclu¬ 
sion is buttressed bv the fact that in view of the conferences 

* 

between the parties both before and after May 1, 1946, the 
setting of a time and place for a conference in the letter of 
May 1,1946 would have been a needless act. 

As we have already noted, the record is bare of any evi¬ 
dence, or even of any claim, that Northwest was adversely 
affected or misled by the failure of this letter specifically to 
schedule a conference. 16 To the contrary, the record reveals 

16 Indeed, the record demonstrates that respondent’s argument 
on this point is no more than an afterthought, and in no way in¬ 
fluenced or affected the company’s operations or financial policies, 
for its letter of April 25, 1947 (Exh. TT, J.A. 213, see supra, p. 7) 














that it -would have been completely superfluous to schedule 
a conference in the registered letter of May 1, 1946. The 
renegotiating agency initially contacted Northwest with 
respect to its fiscal 1944 profits in November of 1944 
(J. A. 29), and for almost a year prior to the mailing of the 
registered letter of May 1, 1946, Griswold was in constant 
communication and frequent conference with the renego¬ 
tiating authorities concerning the fiscal 1944 profits of his 
interrelated holdings, particularly Northwest. Specifically, 
Northwest’s first Standard Form of Contractor’s Report 
for fiscal 1944 had been received by Chicago PAD on May 4, 
1945 (J. A. 29); a preliminary renegotiation conference for 
Northwest for 1944 was set by Chicago PAD in a letter of 
May 8,1945 (Exh. C, J. A. 158), and was held in Chicago on 
May 18,1945 (Exh. 3, J. A. 140); Northwest furnished addi¬ 
tional information with respect to its fiscal 1944 profits to 
Chicago PAD on June 12, 1945 (Exh. D, J. A. 159), and the 
agency requested still more data concerning this period on 
September 18, 1945 (Exh. F, J. A. 164), some of which was 
forwarded by Northwest on November 14, 1945 (Exh. I, 
J. A. 169). A further conference was held between repre¬ 
sentatives of Northwest and Chicago PAD in Minneapolis 
on November 27, 1945 (J. A. 70). On December 12, 

1945, the agency was informed by Bliss, Griswold's 
former partner in Micromatic, that the figures submitted 
thus far in connection with Northwest’s 1944 profits were 
erroneous. Accordinglv, a series of conferences followed 
during which Chicago PAD attempted to obtain data on 
which it could rely in deciding which Griswold companies 
were subject to renegotiation and in commencing renegoti¬ 
ation. (These conferences are discussed in detail in connec¬ 
tion with our point B, infra , pp. 43-59.) Thus, on January 3, 

challenging the agency’s authority to complete renegotiation, makes 
no reference whatever to any alleged defect in the letter of May 1, 

1946. relying solely on a claim that a preliminary letter of May 8, 
1945 (Exh. C, J.A. 158) had commenced renegotiation. It was 
only when litigation was commenced in the Tax Court that respond¬ 
ent advanced this alternative contention with respect to the letter 
of May 1, 1946. 
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1946 Griswold and one Baker, an employee of Northwest, 
met with representatives of Chicago PAD to discuss Micro- 
matic, another of Griswold's companies, and Northwest 
(Exh. WW, J.A. 229 et seq.). Additional correspondence 
with respect to renegotiation data passed between Griswold 
and Chicago PAD on February 8, 1946 (Exh. M, J.A. 173), 
February 25, 1946 (Exh. N, J.A. 174), March 7, 1946 (Exh. 
0, J.A. 175), and March 14, 1946 (Exh. P, J.A. 176), and 
conferences were held on February 6, February 12 (J.A. 
70) and April 4, 1946 (Exh. VV, J.A. 216 et seq.). Finally, 
the registered letter of May 1, 1946, as well as the other let¬ 
ter of the same date (Exh. R, J.A. 179; see supra, p. 6), 
grew from a conference held the day before, April 30, 1946, 
and Exhibit R makes explicit reference to a further confer¬ 
ence to be held “in Minneapolis this week.’’ 17 A subse¬ 
quent conference had therefore been pre-arranged prior to 
the mailing of the registered letter of May 1, 1946 and was 
in fact held on May 7, 1946, at the Northwest plant (Exh. 
4, J.A. 142). In these circumstances it seems clear that the 
agency's letter of May 1, 1946 which otherwise followed 
precisely the form suggested by the regulation (See Regu¬ 
lation 721, infra , pp. 67-68) omitted the time and date of a 
conference as the result of a deliberate and reasonable de¬ 
termination that it would be superfluous to schedule a par¬ 
ticular conference when in fact the parties were in the 
midst of such elaborate negotiations and meetings. Of. 
Harold F. Buck v. War Contracts Price Adjustment Board , 
10 T. C. 623, 630 (dissenting opinion). 18 


17 Exhibit R refers to a proposed stipulation extending time to 
complete renegotiation which Northwest declined to execute; since 
the Tax Court found that the letter of May 8, 1945 did not com¬ 
mence renegotiation, this rejected stipulation has no bearing on the 
issues here involved. 

18 In the Buck case, the question was whether renegotiation was 
commenced by a letter dated December 1, 1943 requesting that the 
contractor complete and file by December 20, 1943 the Standard 
Form of Contractor’s Report and stating that it (the letter) con¬ 
stituted commencement of renegotiation for the contractor’s fiscal 
year which apparently ended December 31, 1943. (There was noth¬ 
ing in the record as to further notices, dates of any conferences, or 
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The Tax Court, it is true, found that “there is little in the 
record to indicate what generally transpired at the ‘confer¬ 
ences’ or what their significance may have been*’ (J.A. 57), 
and that there was “nothing in the record to support the 
view that either of tiiese so-called conferences [April 30, 
1946 and May 7, 1946] had any formal significance or was 

whether the contractor completed the Standard Form). A unilateral 
order determining that the contractor had received excessive profits 
in the amount of SI8.950.61 was entered September 18, 1945. The 
contractor claimed that renegotiation was commenced on December 
1, 1943 under Section 403(c) (1) of the 1943 Renegotiation Act and 
consequently that the order of September 18, 1945 was issued too 
late. 

The Tax Court, however, rejected the contractor’s claim. It 
noted that although the 1943 Renegotiation Act was not enacted 
until February 23, 1944, the 1943 Act was retroactively applicable 
to fiscal years ended after June 30. 1943. The court pointed out 
that specific procedure for commencement and termination was pro¬ 
vided for fiscal years ended after that date (10 T. C. at 628): 

# * * As to [the earlier] years, Congress did not establish 
any period of limitation on the time within which the Govern¬ 
ment must complete a renegotiation proceeding once com¬ 
menced. If it had intended, in such circumstances, that the 
request for data and information should likewise constitute the 
commencement of renegotiation for years ended after June 30, 
1943, for the purpose of starting the running of the newly estab¬ 
lished limitation on completion, it could easily have said so, or 
by reenacting existing provisions without change, given its 
approval to the current regulation. As it is, the specific legis¬ 
lation negatives such a thought. 

The four dissenting judges were of the view (10 T.C. at 630 i: 

* * * Congress must have known that it was not only 

possible, but probable, that renegotiation of some of those 
contractors had already commenced under the law as it existed 
prior to the amendment. It could easily have excluded such 
cases had it intended the limitation upon determination not to 
apply, absent a new notice sent by registered mail fixing a time 
and place for a conference. Obviously . the renegotiators would 
not send a new notice by registered mail fixing a time and place 
for a conference. That would be wholly unnecessary and rather 
ridiculous where renegotiation had already commenced and 
perhaps one or more conferences had already taken place. 
* * # [Emphasis supplied.] 
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intended to be in substitution for the conference with re¬ 
spect to which reasonable notice of time and place is re¬ 
quired by the provisions of section 403(c)(1).” (J.A. 57). 
But it is undeniable that these conferences dealt in some 
respect with the renegotiation of the various Griswold com¬ 
panies, including Northwest for 1944, and, we submit, in the 
circumstances that is all that is necessary. For the Tax 
Court overlooks the fact that under the statute it is not the 
conference, but the letter, which commences renegotiation. 
The statutory provision is framed, not in terms of a formal 
conference commencing renegotiation, but in terms of a 
formal registered letter clearly evidencing an intent to com¬ 
mence; and it is from the date of the mailing of the letter 
by registered mail rather than from the date of any con¬ 
ference that time for completion of renegotiation begins to 
run. “The Act explicitly provides that the mailing of such 
notice marks the beginning of the proceedings.” United 
States v. Wissaltickon Tool Works, 200 F. 2d 936, 940 
(C.A. 2). See infra, pp. 41-42. If such a letter does refer 
to a conference, it can hardly be argued that its effect would 
be vitiated if the conference were later cancelled; 19 con- 

19 Sec Oregon Brass Works v. WCPAB, 16 T.C. 1145, where two 
letters were sent the contractor on May 31. 1945, the first setting a 
conference on August 31, 1945 and stating that it (the letter) con¬ 
stituted the commencement of renegotiation, and the second advis¬ 
ing that it “may not be necessary to hold the designated meeting. 
Unless you hear from us further, you may cancel the date of the 
meeting * * *” (16 T.C. at 1147). In rejecting the contractor’s 
claim that the second letter rendered the first a nullity, the Tax 
Court pointed out that (16 T.C. at 1150-1151): 

# * # between the dates of June 27, 1945, and July 18, 
1945, the parties were engaged in correspondence applying to 
the petitioner’s year 1943 which gives every indication that 
there was no doubt then that petitioner considered that renego¬ 
tiation proceedings were commenced for that year. Petitioner’s 
counsel, on July 14, 1945, wrote to the respondent’s delegatee 
stating that he would supply, in the latter part of that month, 
any further data required in connection with the case. Peti¬ 
tioner’s counsel advised the respondent’s delegatee that the 
date of August 4, 1945, was acceptable to him for a conference 
as to the years 1943 and 1944. It seems clear, from these 
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versely there is no reason to insist that to be effective the 
letter of commencement must incorporate reference to a 
conference when in fact the parties are in the midst of 
meetings and conferences and when there is no claim that 
the contractor was in any way injured or affected by the 
omission of such a reference. 

This conclusion is supported by both the background of 
the Renegotiation Act and the cases decided under it. There 
is no justification In its legislative history for applying to 
the broad emergency provisions of this Act the technical 
niceties applicable to a criminal indictment. It must be 
remembered that renegotiation was a “crash” program, 
an attempt in the midst of the vast activity and confusion 
of the war effort to curtail war profiteering and at the same 
time to provide war contractors with sufficient safeguards 
so that they would not be deprived of a fair return for their 
work. The first Renegotiation Act attempted to strike 
some kind of balance between these two aims, and the sub¬ 
sequent amendments were directed in large part toward a 
fairer allocation of responsibilities and obligations on the 
part of both the Government and the contractor. Thus, 
Congress recognized that the Government needed sufficient 
time in which to renegotiate the vast volume of war con- 
tracts each fiscal vear, and at the same time realized that 
the contractor was entitled to some cut-off date so that he 
could close his books for any specified year. Accordingly, 
the limitation provisions for the commencement of renego¬ 
tiation were set up in the original Act, and when this re¬ 
sulted in a variety of interpretations by the agencies and 
confusion as to when renegotiation commenced (compare 
J. H. Sessions & Son v. Secretary of War, 6 T. C. 1236 with 


exchanges of communications, that the parties were negotiating 
before July 30. 1945, for a conference date convenient to the 
petitioner with respect to its fiscal year 1943. Since these 
matters all took place prior to July 30, 1945, it seems clear 
that the parties then understood that the conference with re¬ 
spect to the petitioner’s year 1943 would take place at some 
agreed date under the commencement letter of May 31, 1945. 
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Spray Cotton Mills v. Secretary of War, 9 T. C. 824), 20 the 
provisions of Section 403(c)(1) were added in the 1943 Act 
to provide substantial certainty as to the precise date of 
commencement. See Harold F. Buck v. War Contracts 
Price Adjustment Board, 10 T. C. 623, 626-628; see also 
J.A. i)«j. 

And while, as Northwest sought to show in the Tax Court 
and undoubtedly will undertake to show in this Court, these 
provisions were added in the 1943 Act for the benefit of the 
contractor, the benefit intended was not to provide a loop¬ 
hole through which contractors could avoid their statutory 
obligation to refund excessive war profits, but rather to 
ensure that both the Government and the contractor knew 
with certaintv when renegotiation had commenced for a 
given fiscal year. Contrary to Northwest’s contention, the 
requirement of the setting of a time and place for a confer¬ 
ence obviously was not an objective in and of itself. Rather, 
as already indicated, the objective was to provide certainty 
as to the commencement of renegotiation with the setting 
of a conference only a means of attaining this desired cer¬ 
tainty. It should be noted that as far as the literal language 
of the Act is concerned, there is no necessity that the notice 
sent pursuant thereto in any way advise that the conference 
thus set constituted commencement of renegotiation; that 
the setting of a conference had the effect of commencing 
renegotiation is clear only by reference to the provisions 
of the statute. The letter here, although it did not set a 
conference, in fact went beyond the literal requirements of 
the Act; it explicitly stated that it constituted commence¬ 
ment of renegotiation, thereby providing within its four 
corners all the certaintv as to commencement of renegoti- 
ation which Congress desired to achieve. 21 

20 As the Sessions and Spray cases, illustrate, the confusion 
stemmed from the difficulty of distinguishing between matters pre¬ 
liminary to renegotiation and the actual commencement of renego¬ 
tiation. 

21 It is interesting to observe that in Harney v. Land, 14 T. C. 666, 
where the notice sent to commence renegotiation for the contract¬ 
or’s fiscal year ended December 31, 1944, not only set a conference 
but, as here, stated that the “notice * * * constitutes commence- 







40 


In those circumstances, the Tax Court plainly erred in 
insisting upon compliance with the literal language of Sec¬ 
tion 403(c)(1) without regard to the absurd result reached 
by its holding, i. c., that even though the May 3, 1046 letter 
was in fact effective to fix with absolute certainty the date 
on which renegotiation commenced, nevertheless the omis¬ 
sion of the setting of a conference made it legally inopera¬ 
tive to commence renegotiation. As stated in United States 

v. American Trucking Ass’ns, 310 II. S. 534, 543-4: 

* 

* * Often these words are sufficient in and of them¬ 
selves to determine the purpose of the legislation. In 
such cases we have followed their plain meaning. When 
that meaning has led to absurd or futile results, how¬ 
ever, tills Court has looked beyond the words to the 
purpose of the act. Frequently, however, even when 
the plain meaning did not produce absurd results but 
merely an unreasonable one “plainly at variance with 
the policy of the legislation as a whole” this Court has 
followed that purpose, rather than the literal words. 
When aid to construction of the meaning of words, as 
used in the statute, is available, there certainly can be 
no “rule of law” which forbids its use, however clear 


ment of the renegotiation proceedings * * *” (14 T.C. at 674), the 
Court’s opinion in holding that renegotiation was commenced by 
this notice, stressed not the setting of the conference but rather 
that (14 T.C. at 678): 

* * * On May 12, 1945, the Maritime Commission Price 
Adjustment Board, the delegatee of War Contracts Price Ad¬ 
justment Board, sent a registered letter to Spar which con¬ 
tained the statement "this notice, sent by registered mail, con¬ 
stitutes commencement of renegotiation proceedings in conform¬ 
ity with the provisions of subsection (c) (1) of the Renegotia¬ 
tion Act.’* It is thus apparent that the renegotiation proceedings 
herein involved were timely commenced for the fiscal year 
ended December 31, 1943, and that issue 1 should, therefore, 
be decided in favor of respondents. 
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tlie words may appear on “superficial examination.” 

# # # 2U 

Instead of insisting upon literal compliance without refer¬ 
ence to whether the result conformed to the intent of Con¬ 
gress, the Tax Court should have heeded the admonition of 
Mr. Justice Holmes that “it is not an adequate discharge of 
duty for courts to say: We see what you are driving at, 
but you have not said it, and therefore we shall go on as 
before”. Johnson v. United States , 163 Fed. 30, 32 (C.A. 1); 
see also Cabell v. Markham, 148 F. 2d 737, 739 (C. A. 2) and 
cases there cited, affirmed, 326 U. S. 404, 409. Where, as 
here, the statutory intent has been fully complied with, and 
where despite an alleged technical failure there is no claim 
that the contractor was injured thereby, the fundamental 
principles of renegotiation legislation, as well as basic rules 
of statutory interpretation generally, require that the con¬ 
tractor be denied such a transparent pretext for avoiding 
his clear obligations. 

The Court of Appeals for the Second Circuit so held in 
United States v. Wissahickon Tool Works, 200 F. 2d 936, 
affirming 99 F. Supp. 331 (S. D. X. Y.). The contractors in 
that case were advised by registered letters that (99 
F. Supp. 333): 

* * * Tlie War Contracts Price Adjustments Board has 
determined that renegotiation proceedings under the 
Renegotiation Act * * # for your fiscal year ended 

2 - As the Tax Court itself stated in Hunter Mfg. Corp. v. C I R, 
21 T.C. 424 at 429: 

* * * The general rule is that the strict letter of the act must 
yield to its evident spirit and purpose when this is necessary 
to give effect to the intent of Congress, and that unjust and 
absurd consequences are, if possible, to be avoided. Fleischmann 
Co. v. United States , 270 U.S. 349, 360. 

To apply the strict letter of the statute as contended for by 
the petitioner would, under the facts disclosed by this record, 
lead to an unjust and unreasonable result that could not have 
been intended by Congress. The impartial mind rebels against 
the notion that Congress intended to permit such a facile and 
obvious opportunity to avoid or escape taxation. 
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December 31, 1943 shall be conducted initially by tbis 
office. A conference with you with respect to this mat¬ 
ter is hereby set for July 17, 9:30 A. M., at this office 
* * # . This notice, sent by registered mail, constitutes 
commencement of the renegotiation proceedings in 
conformity with the provisions of subsection (c)(1) of 
the Renegotiation Act. 

The contractors contended, as does Northwest here, that 
because of a technical defect these letters failed to consti¬ 
tute the required statutory notice; specifically, they claimed 

that the letters referred to the fiscal vear ended December 

•> 

31, 1943, when in fact their fiscal year ended on July 31, 
1943. While the court stated that “the statute is explicit 
and sets forth the only manner by which the statutory re¬ 
negotiation proceeding may be commenced;” (99 F. Supp. 
333), the court nevertheless rejected the contractor’s argu¬ 
ment that the notice was defective {ibid.): 

* * * -This is little more than a quibble. Defendants 
do not suggest that they were misled by the error. In 
fact, they participated in the proceedings, and, so far 
as appears, without protest. While the giving of a 
proper notice is a statutory prerequisite to the institu¬ 
tion of renegotiation proceedings, I hold that, under 
the circumstances here, this letter was a sufficient 
notice. 

The Second Circuit expressly affirmed this holding, point¬ 
ing out that the contractors were timely sent “registered 
letters by an authorized delegate of the War Contracts 
Price Adjustment Board announcing commencement of 
renegotiation proceedings. The Act explicitly provides 
that the mailing of such notice marks the beginning of the 
proceedings.” 200 F. 2d at 940. Accordingly, said the 
Court, there was no merit in the contention that because of 
a technical error in the letters, renegotiation was never 
properly begun or was started at some other time: “De¬ 
fendants have not shown, nor do they seriously contend, 
that this error in any way misled them.” Ibid. 
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Here, too, there is no showing, or even any contention, 
that the alleged defect in any misled Northwest. The 
record is clear that Northwest was deprived of no substan¬ 
tial right to be advised that renegotiation was commenced, 
to participate in conferences, to submit data and be heard, 
and to have a timely final order issued. Nor is there any 
hint of undue delay on the part of the renegotiating au¬ 
thorities; the record demonstrates that even before the 
end of Northwest’s 1944 fiscal year, the Government at¬ 
tempted to obtain renegotiation data, and in the face of 
the difficulties connected with the Contractor’s Report, 
discussed infra , pp 43-59, continued diligently to do so 
throughout the entire period preceding the issuance of the 
final order. We submit, therefore, that the Tax Court 
erred in failing to give effect to the purpose, as well as 
the language, of Section 403(c)(1) of the Act, and that 
when read in light of the clear purpose, the letter of May 1, 
1946 was fully effective to commence renegotiation. Since 
renegotiation was thus timely commenced and was timely 
terminated by the order of April 30, 1947, the Tax Court’s 
determination should be reversed and judgment entered 
for the Government for $180,275.52, the amount stipulated 
by the parties as Northwest’s excessive profits for its fiscal 
year ended December 31, 1944. 

B. Northwest Failed to File Its Complete Contractor’s 
Report Until at Least July 3, 1946 , and Renegotia¬ 
tion Was Therefore Timely Commenced by the 
Agency’s Letter of April 21, 1947 . 23 

The Tax Court further erred in rejecting the Govern¬ 
ment’s contention that even if the letter of May 1, 1946 
was ineffective to commence renegotiation, Northwest did 
not in any event file its Standard Form of Contractor’s 
Report within the meaning of the Act until at least July 3, 
1946, and accordingly, that the letter of April 21,1947 (Exli. 

23 As previously noted, supra, p. 31, it is unnecessary for this 
Court to consider this further error, should the Court agree that 
the letter of May 1, 1946 was effective to commence renegotiation. 
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RE, J.A. 212),-'* mailed within one year of that date, 
constituted timely commencement. We believe that the Tax 
Court erred in so holding, particularly if meticulous com¬ 
pliance with the statute is to be required. 

Section 403(c)(5) of the Act {infra, p. 64) requires 
that the contractor “shall, in such form and detail as the 
Board may by regulations prescribe, file with the Board 
* * # a financial statement setting forth such information 
as the Board may by regulations prescribe as necessary to 
carry out this section.” In accordance with the require¬ 
ments of this Section, the Board in Renegotiation Regula¬ 
tion 222.1 ( infra , pp. 66-67) prescribed the “Standard 
Form of Contractor’s Report” as the form of mandatory 
financial statement to be filed by contractors. This Form 
includes a certification by the contractor that the informa¬ 
tion furnished therein is “true and correct” to the best of 
his knowledge and belief (Exh. B, J.A. 152). The Tax 
Court found that Northwest originally filed its Standard 
Form of Contractor’s Report on May 4, 1945 (J.A. 29), 
and that information omitted in the original Report was re¬ 
quested by Chicago PAD on September 18, 1945 and sup¬ 
plied by Northwest on November 14, 1945 and February 
11, 1946 (J.A. 31). 

The Government believes, however, that even though 
Northwest did supply this data by February 11, 1946, never¬ 
theless the Report could not be considered completely filed 
by that date because by that time, Griswold, Northwest’s 
president, had effectively revoked his certification of the 
Report, and did not reaffirm his belief in the accuracy of 
this information at least until July 3, 1946. Accordingly, 
we maintain that the time to renegotiate Northwest for 
its fiscal year ended December 31, 1944 did not begin to 
run until July 3, 1946, and that the letter of April 21, 1947, 
mailed within a year from July 3, 1946, was timely to 
commence renegotiation. 


24 Since the April 21, 1947 letter set a conference and was sent by 
registered mail there can be no doubt that it complied fully with the 
literal requirements of Section 403(c) (1). 
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The doubts as to the accuracv of the fibres submitted 
by Northwest in its Contractor’s Report were initially 
raised by J. J. Bliss, who until May of 1945 was an equal 
partner with Griswold in one of the several related Gris¬ 
wold holdings, Mieromatic Metal Products Company 
(Stipulation, J.A. 65), which in 1944 had made sales 
to Northwest of more than $182,000 (J.A. 29). Bliss 
had been an employee of Northwest until Mieromatic was 
created to take over some of Northwest’s war contract 
business (Exh. XX, J.A. 240 et seq.), as a representative of 
Northwest had attended the preliminary conference be¬ 
tween Northwest and Chicago PAD on May 18, 1945 
(Stipulation, J.A. 70; Exh. 3, J.A. 140), and had 
had considerable written and oral contact with Chicago 
PAD as the representative of Northwest in connection 
with the renegotiation proceedings (Exh. D, J.A. 159; 
Exh. G, J.A. 167). 

On December 12, 1945, the Chief of Chicago PAD and 
several of his associates conferred in Minneapolis with 
Bliss and his attorney (J.A. 240). The transcript of 
this conference (Exh. XX, J.A. 240 et seq.) discloses the 
close connection between Mieromatic and Northwest, the in¬ 
terchange of work and equipment, and the complicated sys¬ 
tem of inter-company charges for scrap, parts and services. 
Although this meeting was primarily held to discuss the 
status of Mieromatic, it became evident that the financial 
affairs of that company and Northwest were closely inter¬ 
twined and that in many instances Griswold had been in¬ 
discriminate in his allocations of charges and receipts of 
the two companies. (See excerpts from Exhibit XX, J.A. 
240 et seq.). Bliss indicated at this conference that he had 
had serious disagreements with Griswold over Mieromatic, 
and had left the company and instituted a suit against 
Griswold for an accounting. He claimed that as a result of 
improper billing in inter-company transactions, the rene¬ 
gotiation figures submitted by Northwest for fiscal 1944 
were inaccurate (Exh. XX, J.A. 245): 

Mr. Bliss: * • * Northwest’s statement and picture 
as of 1944 is incorrect. I know that a good deal of 
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production of Northwest is not reflected in the records. 
At least on parts Northwest manufactured for others 
that will not be reflected in your sales. 

Similar statements at this conference (see excerpts printed 
at J.A. 240 et seq.) explained in some detail the views of 
Bliss and his attorney as to the inaccuracies resulting from 
“inter-company transactions which were padded” (J.A. 
241), and led to the following colloquy among the Chicago 
PAT) representatives (J.A. 243): 

Major Sims : Where does that leave us as far as what 
we can do? 

Mr. Browing: We definitely don’t want to complete 
the case until Ave have substantiation of the audit. 

Mr. Ross: This angle of the company’s affairs has 
held this case in my files uncompleted for eight months. 
I have dealt entirely Avith Mr. GrisAvold and Mr. Bliss 
formerly. But all the representations have been 
GrisAA’old’s representations throughout these last feAv 
months of it and I have asked him for an outline in 
writing in relation to all of these companies. 

Mr. Browning : What has he given us on Micromatic? 

Mr. Ross: As a result of the letter coming, Avhich Avas 
still more confusing, Milt and I talked it over and finalh’ 
AA^ent up about two A\ T eeks ago and that Avas the meeting 
Avhich Ave held Avith GrisAvold. 

Lt. Ltjbin : The information now seems to be wholly 
inadequate. 

Mr. Ross: Yes, wholly inadequate. 

Mr. Browning: We didn’t knoAV anything about these 
other companies that Mr. Bliss mentioned here did 
we? And they were all operating companies? 

Lt. Lubin: Yes, we have a letter signed by Mr. 
Griswold reporting some of these manipulations. 


Mr. Ewing : One of the difficulties Ave are going to be 
faced with Avhich maybe the Government Avill not 
be faced Avith is to get the records in one place to get 
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comparisons of one company to another—that is 
what is going to show it up. 

Mr. Browning: We are not prepared to make a 
detailed examination to that extent. We have to rely 
on information furnished us bv the contractor. What 
puzzles me is, as you say, these are reliable accountants 
who prepared this report but whether or not any 
irregularity is a matter of simply shifting sales and 
profits between companies—as far as we are concerned 
it can be picked up in Micromatic or Northwest. 

Lt. Lubin: To a certain extent vour normal routine 
audit won’t catch a great many of those things, there 
were probably sales made and never recorded. 

Mr. Browing: Wouldn’t a falsification of books be 
noticed? 

Lt. Lubin : In a good audit a falsification would be 
caught up. 

Thus by December 12,1945, the renegotiators were under 
the impression that the information submitted by Griswold 
“in relation to all these companies” (i.e., all of the Griswold 
holdings,, including Northwest) was “wholly inadequate.” 
(J.A. 243.) Chicago PAD therefore contacted Griswold, 
and asked him to clarify the status of the information 
contained in the Contractor’s Report. A conference was 
held between Griswold and the Chicago PAD personnel 
on January 3,1946 (Exh. WW, J.A. 229 et seq.). 2r> Griswold 
there explained in some detail the complex intercompany 
transactions between Northwest and Micromatic and al¬ 
though he disagreed entirely with Bliss’ conclusions that 
Northwest had taken advantage of Micromatic, he likewise 
indicated that the 1944 figures thus far submitted for North¬ 
west were inaccurate, stating (J.A. 223): “I think we will 
show that Micromatic owes Northwest money.” Griswold 
discussed the close interrelation of his complex holdings 
and particularly the intimate connection between Micro- 

25 While this purpose of the meeting was primarily in regard to 
Micromatic, Griswold’s various other companies, including North¬ 
west, were discussed at length (see J.A. 230 et seq.). 
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matic and Northwest (J.A. 232-233). He indicated that in 
many instances he had treated the companies as practically 
interchangeable, particularly with respect to bookkeeping 
entries, and that there was often no attempt made to ap¬ 


portion charges or costs realistically (J.A. 232-233).-' ; With 


20 Major Sims: How much inter-company business was it? 

Mr. Griswold: Mr. Baker can give you that information. As 
I recall, it was S184,000—even before the fire. 

Mr. Baker: I don’t have any work papers here. As I recall, 
the first three months Micromatic did nothing but Northwest 
work. 

Mr. Griswold: Up to January’ 1, Northwest paid Micro¬ 
matic $184,000. 

Lt. Lubix: Up to January 1, Micromatic was paid $132,000 
and machines for Northwest amounted to $183,000. 

Mr. Griswold: Bliss didn't have any idea of it. 

Lt. Lubix: By that audit, you will find they were sub-con¬ 
tracting for it. Northwest was billing that work for Micro¬ 
matic. 

Capt. Shaw: When they worked for each other, they billed 
just for the direct labor, is that right? 

Mr. Baker: Micromatic furnished their own materials or 
Northwest furnished their own materials, back and forth, and if 
I recall it was just for direct labor. 

Mr. Griswold: That’s right. 

Capt. Shaw: That was the actual direct labor costs? 

Mr. Griswold: It was about 10%. It wasn’t fair. He got 
the break of it. Especially after the fire. 

Capt. Shaw: Micromatic billed Northwest on the same ba¬ 
sis? 

Mr. Griswold: That’s right, on even’ job record. We have 
i records on even’ job that was done and all that information, 
but Micromatic, to start with, didn’t even have a payroll check. 
Still, they had men get the building ready. Northwest did 
it because it helped Northwest to the extent of getting parts 
out they had contracted for. But they more than paid for 
everything they did. That is why, as I say, before this thing is 
settled Bliss may find instead of having $45,000 coming, he 
hasn’t. For example, when he got the statement on this, there 
was over $25,000 worth of brass we figured they still owe. 
That is on one of the terminations—and things like that. When 
it is all washed up, we will have a complete audit of all of it. 
I paid my end of the tax, so it doesn’t make any difference. 
There isn’t anything we are glad to give you any information 
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respect to the method of clarifying these inaccuracies, it 
was agreed that the matter should await the outcome of an 
audit of all of the Griswold companies (J.A. 237-238): 

Capt. Shaw: Mr. Griswold said there were a lot of 
services performed by Northwest for Micromatic for 
which no charge was made. Now, on the other hand I 
have heard the statement made that there vrere a lot 
of services that were performed by Micromatic for 
Northwest which they hadn’t been adequately com¬ 
pensated for. 

Mr. Browning: We’d like to file the audit for that. 

Mr. Griswold: We will get that when we get the com¬ 
pleted audit for all the companies. 

Major Sims: That is the new* audit? 

Mr. Griswold: We are going to spend $25,000 on 
just auditing. 

Major Sims: When will it be completed? 

Mr. Griswold: May 1. To show you the truth in it, 
Northwest won’t have to pay any taxes next year. So, 
all the unfairness was done to Northwest. Northwest 
was the one that got the licking. 

Major Sims: Is Mr. Baker’s firm doing the auditing? 

Mr. Griswold: Yes. 


on. You are welcome to have all of it. It isn’t a case, I will 
say this that penny-ante items were not kept track of. In other 
words, we had seven trucks and now I come and find after going 
into that thing that all Micromatic was charged was $200 a 
month for trucking and everything had to be trucked. That is 
all they paid for all the trucking. That won't pay one truck- 
driver's salary. Then I find out that some of the scrap was 
given credit to Northwest, where it should have gone to Micro¬ 
matic and vice-versa. The scrap fellows that pick it up—you 
couldn’t get them to keep it separate. It is all in the same 
name. I felt that the Federal Government or anybody else 
won’t care about it because they would take them all in the 
same tax bracket. 

Capt. Shaw: Do you think every cent that Northwest spent 
for Micromatic is substantiated? 

Mr. Griswold: I think we will show that Micromatic owes 
Northwest money. We found §138,000 worth of payroll there 
that they got plus 10%. * # * (J.A. 232-233.) 
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Major Sims: I don’t know if we shouldn’t wait until 
we get the audit if there is going to be amended tax 
return filed. 

Mr. Griswold: I haven’t paid any taxes on this state¬ 
ment here. And, I am hoping by the time we get the 
audit made we will get a refund, because I don’t think 
they are fair. 

Major Sims: If we are going to file amended tax 
returns and make adjustments to 1944 figures, there is 
a question as to whether we shouldn’t get an extension 
on renegotiation and wait until those filings are made. 

Lt. Cahill: I understand part of Bliss’ contention is 
that Micromatic should have more come down from 
Northwest and that no doubt is to be decided by the 
Courts. 

Mr. Griswold: That will be decided by audit, because 

Northwest will not make anv monev this last vear. 

* » * 

Mr. Baker : The Court will decide whether the part¬ 
nership continued. 

Mr. Griswold: Whether Northwest undercharged or 
overcharged—the only way we can determine is by an 
audit. As far as the actual outcome is concerned, 
1 Northwest will run without any profit. So, if they 
gyp anybody else they should have some money. 

Thus there were serious questions as to the accuracy of 
the accounting for the transactions between Northwest 
and Micro for 1944 which rendered the figures submitted 
with respect to Northwest of doubtful validity, and 
Chicago PAD had no data on which it! could rely in com¬ 
mencing renegotiation. These statements of Griswold leave 
no question but that the agency’s doubts were well taken. 
Although these questions were initially raised by Bliss in 
connection with Micromatic, the conference with Griswold 
on January 3,1946, demonstrated that, at least with respect 
to the preliminary figures necessary to commence renegotia¬ 
tion, no true picture of Northwest for 1944 could be obtained 
until the doubts concerning its relationship with Micromatic 
during that period were clarified. Griswold freely admitted 
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that he could not supply the necessary information until 
an audit “for all the companies” was completed: lie stated 
that this audit, prepared for him by accountants at a 
cost of $25,000, would be ready May 1, 1946. 

We believe that Griswold’s statements confirming the in¬ 
accuracy of the data already submitted in connection with 
the Contractor’s Report relieved the renegotiating agency 
of any responsibility to commence renegotiation proceedings 
until these doubts were resolved. As noted above (supra, 
p. 44), the statute provides that the contractor “shall, 
in such form and detail as the Board mav bv regulations 
prescribe” file a financial statement “setting forth such 
information as the Board may by regulations prescribe as 
necessary to carry out this section.” To ensure that ac¬ 
curate information was provided, the Board properly pre¬ 
scribed that the Standard Form of Contractor’s Report, re¬ 
quired by Regulation 222-1 (infra, p. 66), include a certifica¬ 
tion of its correctness. The Contractor’s Report initially 
filed by Griswold therefore concluded with the following 
affirmation (Exh. B, J.A. 149): 

I, the undersigned, President and Treasurer of 
Northwest Automatic Products Corporation, certify 
that the representation and supporting data hereby 
submitted are true and correct and in accordance with 
instructions furnished with this form, to the best of 
my knowledge and belief, subject to such qualifications 
as are specifically set forth. 

(Signed) F. W. Griswold. 

This Form is of course incomplete in the absence of such 
a certification; the renegotiating agency would have no 
obligation to proceed on the basis of an unverified Report. 
Although Griswold signed such a certification in May 1945, 
he effectively revoked his affirmation before the earliest 
date when, even under the Tax Court’s view, the Report 
could possibly be considered as fully filed—February 11, 
1946. In the course of his conference of January 3, 1946 
with Chicago PAD, Griswold admitted there were dis¬ 
crepancies in the figures which he had previously submit- 





ted, and plainly indicated that he no longer believed that 
this data was “true and correct.*’ He promised that these 
discrepancies would be resolved by the submission of ac¬ 
curate data after completion of audits then underway. It 
must be remembered that at the time Griswold made these 
statements, the Contractor’s Report for Northwest’s 1944 
fiscal year had not, even under the Tax Court’s theory, 
been completely filed; significantly, the portion of the Re¬ 
port not yet completed by Northwest dealt with affiliated 
companies and the question of consolidation of operations 
for the purpose of renegotiation on an over-all basis. (J.A. 
30-31.) It was while the Contractor’s Report was thus 
still open, still incomplete, that Griswold admitted he could 
not explain alleged inaccuracies in the data already filed 
and agreed to supply more oecurate information. Up to 
this point the agency had concededly never been given a 
complete Report such as would compel it to commence re¬ 
negotiation; and Griswold’s statements, we submit, could 
have no other effect than to delay the completion of the 
Report until the admitted ambiguities had been resolved 
by the promised new data. 

The audits referred to in the conference of January 3, 
1946 were submitted on February 11, 1946 (Exh. M, J.A. 
173),* 7 but an examination of these audits apparently 
revealed that the questions with respect to the accuracy 
of the figures had not been answered, and, after preliminary 
meetings on February 6, and February 12, 1946 (Stipula¬ 
tion, J.A. 70), a further conference was held on April 
4, 1946 (Exh. VV, J.A. 216). At that meeting it de¬ 
veloped that there still was considerable confusion as to 
the allocation of large sums between Micromatic and 
Northwest. Therefore Browning suggested and Griswold 
agreed, that a complete audit be made by independent audi- 

27 As Exhibit M indicates, Griswold submitted these audits at 
the same time that he supplied the material which he had originally 
omitted completely from the Contractor’s Report for Northwest’s 
1944 fiscal year (see fn. 7, supra, p. 5) and which the agency had 
requested from him by letter of September 18, 1945. 
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tors cliosen by Griswold and that the audit include North¬ 
west’s 1944 fiscal year. (Exh. VV, J.A. 222, et seq.) 2S 

Relying on Griswold’s promise to provide new figures 
or otherwise explain the apparent discrepancies, the agency 
in effect suspended renegotiation proceedings until that 


Following are pertinent excerpts from this conference (Exh. 

W, J.A. 222-228): 

Mr. Browning: Would you have an audit made—and it 
seems to me to take in all your companies. 

Mr. Griswold: You already have all of them. 

Mr. Browning: That is simply on the basis of the balance 
sheet we want an audit to find the production, sales and in¬ 
ventory. 

Mr. Griswold: Sure. 

Mr. Browning: Fine. Do you have any suggestions on 
some auditing firm to do it? 

Mr. Griswold: You can have anybody you want. All I 
want is you to be fair. 

Mr. Browning: We arc. 

Mr. Griswold: Let our men explain any entries that are in 
the books. That’s all I ask. I haven’t found two auditors 
yet who agree on how things should be put in the books. I 
don’t understand books, but I do know that nobody has got a 
dollar out of it except when I sign a check. I’d like to see you 
go into business and do that. It’s a joke. 

Mr. Browning: Mr. Bliss has some auditors—I don’t know 
who they are. We don’t have any auditing staff here to do this. 
We have just got this thing, and we want it explained. You can 
probably explain the whole thing to everybody satisfactorily. 
Would you mind contacting Chicago firms who would have 
branch offices up there? Whatever they come up with we will 
accept without question. 

Mr. Griswold: You mean for us to employ a Chicago firm? 

Mr. Browning: Somebody who would be completely satis¬ 
factory. 


* * * * * 

Mr. Browning: That’s right. These services that were per¬ 
formed by Northwest or whoever it was— 

Mr. Griswold: That will all come out in the case. All the 
companies put together didn’t make $ 400 , 000 . 

Mr. Browning: We are not saying that they did. We are 
trying to find an explanation to tie into this. 
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data was supplied. Thus the renegotiators, under some 
apprehension that renegotiation for Northwest’s 1944 
fiscal year may have already been commenced, explicitly 
requested Griswold at the conference of April 4, 1946 for 


Mr. Griswold: I can’t give it to you, but I have men who 
have the records that can. 


* * * * * 

Mr. Browning: Now, is this agreeable, since Micromatic 
came into existence—to have the audit on the complete 44 
year on Northwest and then the audit on Micromatic for the 
period of its inception up to April 30th, and then on Micro¬ 
matic for the period after April 30th up to the close of the year 
or do you have any war business after the cut-off—V-J Day? 
In Micromatic. 

Mr. Griswold: There are two contracts that aren’t com¬ 
pletely finished. We had a contract of two hundred some 
thousand dollars cut to ten or twelve, but Micromatic has no 
payroll; that work is being done by Northwest. 

* * # * * 


Mr. Browning: We will start the audit for January 1944, 
take the companies for the 1944 year and then Micromatic 
for the 1944 year and also 1945. That will be a considerable 
auditing job. 

Mr. Griswold: We will pay for it. 

***** 

Mr. Browning: We will limit the audit to Northwest, Mi¬ 
cromatic and Griswold Signal—also Screw Machine Products. 

***** 

Mr. Griswold: That sounds sensible, but the rest sounds like 
we were not intelligent people sitting in the room here. We 
ought to go back to kindergarten, if that is the deal. It is like 
asking to take my shoes off to see if I have chips in there. 

Mr. Browning: I have no doubt the audit will be the quick¬ 
est and simplest way for all of us. We don’t want to dig into 
details. 

Mr. Griswold: Anything that was billed, we got paid for 
and the money went into the bank. Nobody got it out until I 
signed the check. That’s all I’ve ever known. If we have 
somebody up there that can get away with $400,000 of ma¬ 
terial I would like to know about it. 
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an extension of time for completion of the proceedings of 
both Northwest and Micromatic until the new audits were 
completed (Exh. VV, J.A. 228).- ft Subsequent to the 


Mr. Cahill: That is what the information shows now. All 
we ask is for an explanation. 

***** 

Mr. Griswold: Do you mean to tell me that according to 
our production records and our invoices they agree— yet they 
are §400,000 off? 

Mr. Cahill: No, your production records are in excess of 
your sales. 

Mr. Griswold: I can understand that. 

Mr. Cahill: By some $400,000. 

Mr. Griswold: All I’m interested in is what our invoices 
show. You can take a man that will run 500,000 pieces of scrap 
and hide it to get rid of it. You run into all kinds of fellows 
like that. 

Mr. Sims: We are in agreement that we will have an outside 
firm of auditors to do this work and turn over these problems, if 
we have to. 

Mr. Browning: That’s right. 

Mr. Griswold: Let me make this suggestion. Why not let 
your man Cahill—or whoever—or Lubin show them what to 
look for so they can find it. 

Mr. Browning: That is a good suggestion. We will turn 
over everything we have on the questions we want answered— 
we will turn everything over to them. 

Mr. Griswold: They can spend some time on finding this and 
the rest of it. 

***** 


29 Mr. Sims: There is one other thing too. I don’t know’ how 
long it is going to take. I think w’e should arrange for an ex¬ 
tension of time on this according to how’ long this is going to 
take. 

Mr. Brow’ning: When is our first meeting on Micromatic— 
do you know’? 

Mr. Lubin: I was thinking particularly of Northw’est. 

Mr. Brow’ning: 1944? 

Mr. Grisw’old: I don’t need to be in the picture at all. Let 
my lawyer put in a bill too. 

Mr. Cahill: 4 May 1945—the Standard Form was filed on 
Northwest. 
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conference the Chicago Board sent its Mr. Cahill to Min¬ 
neapolis for the meeting on May 7,1946 with the accountant 
and Griswold (Stipulation, para. Ill, J.A. 70; Exh. 4, J.A. 
142); and, having been notified that Peat, Marwick & Mitch¬ 
ell were the accountants chosen by Griswold to conduct the 
audit, Chicago PAD forwarded a substantial amount of in¬ 
formation to these accountants (Exh. T, V, X, V, AA, BB, 
CC, DD, J.A. 183,185, 187,188, 190-195). Chicago PAD also 
prepared and forwarded to Griswold the written statement 
which he had requested at the conference of April 4, 1946 
(Exh. W, J.A. 223) to the effect that no information de¬ 
veloped in the course of the audit would be made available 
to Bliss except concerning Micromatic, in which Bliss 
had an interest (Exh. SS, J.A. 212). 

By June 24, 1946, Chicago PAD was still awaiting the 
results of the audit before commencing renegotiation, and 
wrote to Griswold on that date inquiring as to the progress 
made on the audit (Exh. CC, J.A. 193). 30 Not until 
receipt of Griswold’s letter of July 3, 1946 (Exh. II, J.A. 

Mr. Sims: On Northwest and Micromatic, those are the only 

1 ones that are really started—up to the end of this year. 

Mr. Browning: To the end of the year. You see. we have 
to complete renegotiation for this year. 

Mr. Griswold: Our attorney is handling the biggest case you 
have, where they refund some $7,000,000. He is handling our’s 
too. 

Mr. Browning: What we would like is an extension of time. 

Mr. Griswold: He is back from Europe and I think I’ll turn 
over the factors to him and tell him to handle it. I don’t want 
to bother about it. Let him do anything you want and handle 
the works with it. I have done all my work for nothing so far. 

The apprehension that renegotiation had already been commenced 
was not without foundation. Northwest relied heavily on the 
preliminary agency letter of May 8. 1945 in attempting to avoid 
renegotiation liability on the ground of failure of the agency timely 
to complete the proceedings. As we have pointed out, however 
(supra, p. 8) the Tax Court properly rejected the contention 
that the letter commenced renegotiation; hence it is immaterial that 
Griswold never executed the extensions. 

:!0 This letter, addressed to Griswold at Griswold Signal Company 
read in part (Exh. CC, J.A. 193): 

The liberty is being taken of reviewing the negotiations to 
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200) did Chicago PAD learn that Griswold did not in¬ 
tend to go through with the proposed audit. In that letter, 
Griswold indicated that “investigation of those charges 
disclosed that they were absolutely without foundation,’* 
and accordingly that he intended to stand on the figures 
as submitted in connection with the Contractor’s Report. 

We submit that until receipt of this letter of July 3, 1946, 
the renegotiating agency had no duty to proceed with re¬ 
negotiation on the basis of the figures submitted in con¬ 
nection with the initial Contractor’s Report. For the clear 
effect of Griswold’s statements that he could not explain 
the unresolved discrepancies in the data concerning the 

date between you and the Price Adjustment Division of this 
office. 

The renegotiation data submitted by you on Micromatic 
Metal Products Company was reviewed carefully in view of 
the differences that had arisen between you and your partner, 
Mr. Bliss. This entailed a great deal of detail work on our 
part and necessarily involved an examination of other com¬ 
panies which you control. On 4 April 1946, at a conference in 
this office, the discrepancies which had been found by this 
office were outlined to you completely. At that time you agreed 
with this office to have an audit made by independent public 
accountants of Micromatic Metal Products Company for the 
fiscal period ending 30 April 1945 and the subsequent fiscal 
period, as well as an audit of Northwest Automatic Products 
Company and Griswold Signal Company for the period ending 
31 December 1945 and Screw Machine Products Company for 
the period ending 30 September 1945. Understanding was 
further reached at this meeting that every effort would be made 
to expedite the audit; that this office would furnish your audi¬ 
tors with the information which we had and that you would 
also be furnished with a copy of the audit of Micromatic Metal 
Products Company prepared by Hines & Wilkerson, auditors 
employed by Mr. Bliss. 

***** 

It is disappointing to note that ten weeks have now elapsed 
since the original understanding was reached and, so far as 
this office is advised, no work has been done on this audit. The 
discrepancies pointed out to you in the figures submitted are 
extremely serious, and it is desired to extend every opportunity 
to you to explain this. 

***** 
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Griswold companies and that, after an initial audit proved 
unsatisfactory, he would order an extensive independent 
audit of all of his companies, including Northwest for 1944, 
was to revoke or at least suspend his certification of the 
financial statement which he had initially filed on May 4, 
1945. To hold that in these circumstances PAD was still 
obliged to proceed with renegotiation is to nullify com¬ 
pletely the requirement for verification. Indeed, simply 
as a practical matter, it is difficult to see how the agency 
could be compelled to commence renegotiation proceedings 
until it had at least a minimum amount of data which ac¬ 
curately reflected the contractor’s actual status. S1 

This is not to say that in order to start time for com¬ 
mencement running, the Contractor’s Report must “supply 


Chicago PAD of course had no duty to prod the contractor 
into supplying this verified information. The Tax Court (J.A. 59-60) 
refers to language in Renegotiation Regulation 222.1 (3) (a) (infra, 
■ pp. 66-67) which provides that in certain circumstances a Contrac¬ 
tors Report will be deemed filed in the absence of a mailing of a no¬ 
tice of insufficiency by the renegotiating agency, and makes a point 
of the fact that no such notice was here sent to Northwest. However, 
a reading of the regulation as a whole immediately demonstrates 
the inapplicability of this provision. 

Paragraph (3) (a) of the regulations first states that Contractor’s 
Reports “are required to comprise all the information and exhibits 
specified by the forms and the instructions.” The regulation then 
goes on to make an exception of the special situation in which the 
Contractor’s Report purports to incorporate by reference material 
previously filed with an agency, providing: 

* * * However, if all the information called for by the appropri¬ 
ate “Standard Form of Contractor’s Report” has been furnished 
by the contractor to an Agency authorized to conduct renegotia- 
tin proccdings under the 1943 act, the contractor may complete 
the “Standard Form of Contractor’s Report” by incorporating 
by reference the information so furnished and making a specific 
statement of the time and place of said filing. In such case . 
the fact that the information has been received will be certified 
to by the renegotiating Agency on the copy of the “Standard 
Form of Contractor’s Report” which it will forward to the War 
Contracts Board within sixty days after the date of receipt of 
the report by such Agency. A “Standard Form of Contractor’s 
Report” so prepared and filed will be deemed to constitute a 


every detail of data and information which might ulti¬ 
mately be necessary to successfully complete a renegotia¬ 
tion proceeding before the period for commencement of 
such proceeding begins to run.” Opinion of Tax Court, 
J.A. 61. Such, of course, is not our position. We con¬ 
tend only that where serious doubt is cast on the correct¬ 
ness of those figures which have been submitted, and where 
the signer of the Report in effect revokes his certification 
of its accuracv bv admitting he does not have the answers 
to these doubts and by agreeing to an independent audit 
for their resolution, the renegotiating agency is entitled 
to await receipt of figures upon which the contractor is 
willing to stand before it must commence renegotiation. 
While we agree with the Tax Court that the Contractor’s 
Report is not intended to supply all of the renegotiation 
data, we believe that the time for commencement cannot 
start running until the contractor furnishes in the Report 
a minimum of accurate information, data upon which the 
agency can rely in deciding intially whether the particular 
contractor is subject to renegotiation and in commencing 
the proceedings. In the absence of such data, or, as here, 
where the verification of this data is revoked or suspended, 
we submit that there has been no such filing of a verified 
Report so as to start the time for commencing renegotia¬ 
tion. We believe therefore that the Tax Court erred in 
holding that Northwest had filed its Contractor’s Report 
within the meaning of the applicable law before July 3, 
1946. Accordingly, the letter of April 21, 1947, mailed 
within one year of that date, was timely to commence re¬ 
negotiation. 

C. Whether the Statute Is Construed Broadly or Nar¬ 
rowly, the Government Timely Commenced Renego¬ 
tiation. 

As the foregoing discussion makes clear, the Government 
makes two alternative arguments in support of its position 

sufficient compliance with the mandatory filing requirements of 
this section in the absence of a notice of insufficiency sent to the 
contractor within 90 days after the report has been filed. 
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that renegotiation was timely commenced. If, on the one 
hand, the Renegotiation Act is applied in light of its pur¬ 
pose without blind adherence to its literal language we 
have shown that the letter of May 1, 1946, by fully satis¬ 
fying the congressional purpose, was effective to com¬ 
mence renegotiation timely. Should the Act be literally 
applied, however, and the letter of May 1, 1946, therefore 
be found to be defective, then we have demonstrated that 
under the same test of strict construction Northwest’s 
Standard Form of Contractor’s Report was not completely 
filed until at least July 3, 1946, and therefore the agency’s 
letter of April 21, 1947, which plainly complied with all 
of the statutory formalities, timely commenced renegotia¬ 
tion. AVe believe that the Tax Court erred in accepting 
Northwest’s literal approach to the statute with regard 
to the letter of May 1, 1946, and further that once having 
adopted this literal approach, it compounded its error by 
failing to apply the same strict standards in determining 
when Northwest completed the filing of its Contractor’s 
Report. 

It should be emphasized that the holding below, as well 
as Northwest’s position with respect to the letter of May 
1, 1946 is entirely based upon rigid insistence upon the 
literal language of Section 403(c)(1). There is no claim 
that Northwest was in any way injured by the omission in 
the letter, and there can be no doubt upon the record that 
the company was fully advised that renegotiation was being 
carried on and had full opportunity to—and did—partic¬ 
ipate in renegotiation, submit all pertinent information 
and brief and argue its position. Nevertheless Northwest 
insists on complete compliance with literal language, and 
attempts to avoid repayment of its excessive profits upon 
the whollv technical ground that although the letter of Mav 
1, 1946, fully advised it of the Government’s intent to com¬ 
mence renegotiation, it nonetheless failed effectively to com¬ 
mence renegotiation because it did not explicitly designate 
a time and place for a conference. And this despite the 
fact that conferences as to the renegotiation of Northwest 
took place before and after the mailing of the letter. 
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If Northwest is entitled to insist on such a literal ap¬ 
proach the Government believes that it too is entitled to 
insist upon full and complete compliance by the contractor 
with its statutory obligations. As the Tax Court itself 
has pointed out, in Colorizing Co. v. Stimson, 7 T.C. 617 
at 624: 

* * * The claim that the respondent did not act 
within the period required, because notice was not 
given in the form prescribed by the regulations, is of 
no aid to petitioner here, since by the same reasoning 
its failure to furnish the data and information in the 
form specified by the regulations would not start the 
running of the statute, in the first place. If the argu¬ 
ment as to form is good against the respondent, it is 
equally good against the petitioner. 

That is not to say, however, that Northwest’s delinquency 
in filing its Contractor’s Report is solely a matter of form. 
The applicable regulation requires as an integral part of 
the Report the contractor’s own verification that the data 
he submitted is to the best of his knowledge and belief, 
“true and correct” (Exh. B, J.A. 149); and no reason¬ 
able interpretation of this provision can impose upon the 
agency a duty to commence renegotiation when the con¬ 
tractor himself has effectively withdrawn his verification 
pending a further and more extensive audit. Griswold had 
signed a verification of his Contractor’s Report in May of 
1945; but he revoked or suspended this verification on 
January 3, 1946, more than a month prior to the earliest 
date (February 11, 1946) upon which he could otherwise 
be said to have completed the filing of his Report. Thus, 
particularly if strict compliance is required, it is plain that 
Northwest had never filed a Standard Form of Contrac¬ 
tor’s Report “in such form and detail as the Board may by 
regulations prescribe” (Sec. 403(c)(5), infra, p. 64), 
until at least July 3, 1946, when Griswold after inves¬ 
tigation finally decided to stand on the data as sub¬ 
mitted. Only from that date did the agency’s duty to com- 
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mence renegotiation accrue. Accordingly the letter of 
April 21, 1947 (Exh. HR, J.A. 212) less than a year 
later, timely commenced renegotiation, and of course re¬ 
negotiation was timely completed by the unilateral order 
entered April 30, 1947. 


CONCLUSION 

For the foregoing reasons, we respectfully submit that 
the decision of the Tax Court be reversed, and the cause 
remanded with instructions to enter judgment for the Gov¬ 
ernment in the stipulated amount. 

Leo A. Rover, 

United States Attorney. 

Melvin Richter, 

Robert S. Green, 

Attorneys , Department 

of Justice. 
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APPENDIX 

Statutes and Regulations Involved 

The Renegotiation Act of 1943, applicable to fiscal years 
ended after June 30, 1943, is set out in full at 50 App. 
U.S.C. § 1191. Pertinent provisions are as follows: 

Section 403 (c) (1). Whenever, in the opinion of 
the Board, the amounts received or accrued under 
contracts with the Departments and subcontracts may 
reflect excessive profits, the Board shall give to the 
contractor or subcontractor, as the case may be, reason¬ 
able notice of the time and place of a conference to be 
held with respect thereto. The mailing of such notice 
by registered mail to the contractor or subcontractor 
shall constitute the commencement of the renegotiation 
proceeding. At the conference, which may be adjourned 
from time to time, the Board shall endeavor to make a 
final or other agreement with the contractor or sub¬ 
contractor with respect to the elimination of excessive 
profits received or accrued, and with respect to such 
other matters relating thereto as the Board deems 
advisable. Any such agreement, if made, may, with the 
consent of the contractor or subcontractor, also include 
provisions with respect to the elimination of excessive 
profits likely to be received or accrued. If the Board 
does not make an agreement with respect to the elimina¬ 
tion of excessive profits received or accrued, it shall 
issue and enter an order determining the amount, if any, 
of such excessive profits, and forthwith give notice 
thereof by registered mail to the contractor or sub¬ 
contractor. * # 

Section 403 (c) (3). No proceeding to determine the 

amount of excessive profits shall be commenced more 

than one vear after the close of the fiscal vear in which 
•> * 

such excessive profits were received or accrued, or more 
than one year after the statement required under para¬ 
graph (5) is filed with the Board, whichever is the later, 
and if such proceeding is not so commenced, then upon 
the expiration of one year following the close of such 
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fiscal year, or one year following the date upon which 
such statement is so filed, whichever is the later, all 
liabilities of the contractor or subcontractor for ex¬ 
cessive profits received or accrued during such fiscal 
year shall thereupon be discharged. If an agreement 
or order determining the amount of excessive profits is 
not made within one year following the commencement 
of the renegotiation proceeding, then upon the expira¬ 
tion of such one year all liabilities of the contractor or 
subcontractor for excessive profits with respect to 
which such proceeding was commenced shall thereupon 
be discharged, except that (A) if an order is made within 
such one year by the Secretary (or an officer or agency 
designated by the Secretary) pursuant to a delegation 
of authority under subsection (d) (4), such one-year 
limitation shall not apply to review of such order by the 
Board, and (B) such one-year period may be extended 
by mutual agreement. 

Section 403 (c) (5). Every contractor and subcon¬ 
tractor who holds contracts or subcontracts, to which 
the provisions of this subsection are applicable, shall, 
in such form and detail as the Board mav bv regula- 
tions prescribe, file with the Board on or before the 
first day of the fourth month following the close of the 
fiscal year (or if such fiscal year has closed on the date 
of the enactment of the Revenue Act of 1943, on or 
before the first day of the fourth month following the 
month in which such date of enactment falls), a financial 
statement setting forth such information as the Board 
may by regulations prescribe as necessary to carry out 
this section. In addition to the statement required under 
the preceding sentence, every such contractor or sub¬ 
contractor shall, at such time or times and in such form 
and detail as the Board may by regulations prescribe, 
furnish the Board any information, records, or data 

which is determined bv the Board to be necessarv to 

*■ * 

carry out this section. * * *. 

Section 403 (e) (1). Any contractor or subcontractor 
aggrieved by an order of the Board determining the 
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amount of excessive profits received or accrued by 
such contractor or subcontractor may, within ninety 
days (not counting Sunday or a legal holiday in the 
District of Columbia as the last day) after the mailing 
of the notice of such order under subsection (c) (1), 
file a petition with The Tax Court of the United States 
for a redetermination thereof. Upon such filing such 
court shall have exclusive jurisdiction, by order, to 
finally determine the amount, if any, of such excessive 
profits received or accrued by the contractor or sub¬ 
contractor, and such determination shall not be re¬ 
viewed or redetermined by any court or agency. The 
court may determine as the amount of excessive profits 
an amount either less than, equal to, or greater than 
that determined by the Board. A proceeding before 
the Tax Court to finally determine the amount, if any, 
of excessive profits shall not be treated as a proceeding 
to review the determination of the Board, but shall be 
treated as a proceeding de novo. For the purposes of 
this subsection the court shall have the same powers 
and duties, insofar as applicable, in respect of the con¬ 
tractor, the subcontractor, the Board and the Secretary, 
and in respect of the attendance of witnesses and the 
production of papers, notice of hearings, hearings 
before divisions, review by the Tax Court of decisions 
of divisions, stenographic reporting, and reports of 
proceedings, as such court has under sections 1110, 
1111, 1113, 1114, 1115 (a), 1116, 1117 (a), 1118, 
1120, and 1121 of the Internal Revenue Code in the 
case of a proceeding to redetermine a deficiency. # * # . 

Section 7482 (a) of the Internal Revenue Code of 1954 
provides: 

Jurisdiction.—The United States Courts of Appeals 
shall have exclusive jurisdiction to review the de¬ 
cisions of the Tax Court, except as provided in section 
1254 of Title 28 of the United States Code, in the 
same manner and to the same extent as decisions of 
the district courts in civil actions tried without a jury; 
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and the judgment of any such court shall be final, 
except that it shall be subject to review by the Supreme 
Court of the United States upon certiorari, in the 
manner provided in section 1254 of Title 28 of the 
United States Code. 

Applicable Renegotiation Regulations provide in pertin¬ 
ent part as follows: 

Renegotiation Regulation 222.1 
(9 F.R. 4142—§ 1602.222, 

April 19, 1944) 

Filing of mandatory financial statement. In accord¬ 
ance with the requirements of the first sentence of 
sub-section (c) (5) (A) of the Renegotiation Act of 
1943: 

(1) The “Standard Form of Contractor’s Report’’ 
(as set forth in § 1607.701 (a)) is hereby prescribed as 
the form of mandatorv financial statement generallv 
required to be filed by contractors and subcontractors. 

(2) The “Standard Form of Contractor’s Report 
(For Construction Contractors, Architects and En¬ 
gineers)” (as set forth in § 1607.701(c)) is hereby 
prescribed as the form of mandatory financial state¬ 
ment required to be filed by contractors and subcon¬ 
tractors principally engaged in the construction 
business. 

(3) The “Standard Form of Contractor’s Report 
(For Agents, Brokers and Sales Engineers)” (as 
set forth in § 1607.701(e)) is hereby prescribed as the 
mandatory form of financial statement required to be 
filed by sales agents and others whose principal business 
falls within the definition of subcontracts as set forth 
in subsection (a) (5) (B) of the 1943 act. 

(a) Sufficiency of contents. Except as hereinafter 
stated, the forms of “Standard Form of Contractor’s 
Report” are required to be prepared in duplicate in 
accordance with the instructions which relate to them 
respectively and which appear in § 1607.701(b), (d) 
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and (f). The reports are required to comprise all the 
information and exhibits specified by the forms and the 
instructions. However, if all the information called 
for by the appropriate “Standard Form of Contractor’s 
Report” has been furnished by the contractor to an 
Agency authorized to conduct renegotiation proceed¬ 
ings under the 1943 act, the contractor may complete 
the “Standard Form of Contractor’s Report” by in¬ 
corporating by reference the information so furnished 
and making a specific statement of the time and place 
of such filing. In such case, the fact that the informa¬ 
tion has been received will he certified to by the re¬ 
negotiating Agency on the copy of the “Standard 
Form of Contractor’s Report” which it will forward 
to the War Contracts Board within sixty days after 
the date of receipt of the report hv such Agency. A 
“Standard Form of Contractor’s Report” so prepared 
and filed will be deemed to constitute a sufficient com¬ 
pliance with the mandatory filing requirements of this 
section in the absence of a notice of insufficiency sent 
to the contractor within 90 days after the report has 
been filed. 


Renegotiation Regulation 721 
(9 F.R. 4152—§ 1607.721, 

April 19, 1944) 

Notice of Commencement of Renegotiation Proceeding . 
(Assignee Department or Service) 

Date- 


Gentlemen: The War Contracts Price Adjustment 
Board has determined that renegotiation proceedings 
under the Renegotiation Act (Title Vll of the Revenue 

Act of 1943) for your fiscal year ended - 

shall be conducted initially by this office. 
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A conference with you with respect to this matter 

is hereby set for - at -. If that 

time is not convenient, kindly advise us promptly in 
order that a continuance may be arranged. 

This notice, sent by registered mail, constitutes com¬ 
mencement of the renegotiation proceedings in con¬ 
formity with the provisions of subsection (c) (1) of 
the Renegotiation Act. 

Very truly vours, 

[RR 721] 


'& O. *. GOVERNMENT PRINTING OFFICE: 1*11 
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1. Whether this Court has jurisdiction to review a deter¬ 
mination by the Tax Court that renegotiation of respond¬ 
ent’s profits for its fiscal year ended December 31, 1944, 
was not timely commenced in accordance with the pro¬ 
visions of Section 403 of the Renegotiation Act of 1943. 

2. Whether the Tax Court erred in holding that under 
Section 403 of the Renegotiation Act of 1943, renegotiation 
of respondent’s profits for its fiscal year ended December 
31, 1944 was not timely commenced. 


INDEX 


o * Page 

Statement of questions presented . I 

Jurisdictional statement . 1 

Statement of the case. 1 

Statutes and regulations involved . 10 

Statement of points . 10 

Summary of Argument. 10 

Argument . 14 

I. The jurisdiction of this court to review the Tax Court’s 
determination that the commencement of renegotiation 
was not timely. 14 

A. The cases prior to United States v. California 

Eastern Line, 348 U.S. 351. 14 

B. United States v. California Eastern Line, 348 U.S. 

351 and cases subsequent thereto. 20 

C. Considerations for and against jurisdiction. 26 

II. The Tax Court erred in holding that renegotiation of re¬ 
spondent’s execessive profits for fiscal 1944 was not 
timely commenced . 30 

A. Renegotiation was commenced by the letter of May 

1, 1946, which complied in all substantial re¬ 
spects with the requirements of statute and 
regulations . 31 

B. Northwest failed to file its complete contractor’s 

report until at least July 3, 1946, and renego¬ 
tiation was therefore timely commenced by the 
Agency’s letter of April 21, 1947 . 43 

C. Whether the statute is construed broadly or nar¬ 

rowly, the Government timely commenced re¬ 
negotiation . 59 

Conclusion . 62 

Appendix . 63 

CITATIONS 

Cases: 

Armstrong v. War Contracts Price Adjustment Board, 90 U.S. 

App. D.C. 152, 194 F. 2d 875, certiorari denied 343 U.S. 

967 . 15,16 

Blanchard Mach. Co. v. Reconstruction Finance Corp. Price 
Adjustment Board, 85 U.S. App. D.C. 361, 177 F. 2d 727, 

certiorari denied, 339 U.S. 943 . 11,15,17,18,20, 25,29 

Harold F. Buck v. War Contracts Price Adjustment Board, 

10 T.C. 623 . 35,39 

Cabell v. Markham, 148 F. 2d 737 (C.A. 2), affirmed 326 
U.S. 404 . 41 

(HI) 























Oases—Continued 


rv 


Page 

61 


Colorizing Co. v. Stimson, 7 T.C. 617. 

Eastern Machinery Co. v. Under Secretary of War, 86 U.S. 

App. D.C. 331, 182 F. 2d 99. 15,17 

Ebco Mfg. Co. v. Secretary of Commerce, 221 F. 2d 902 

(C.A. 6) . 22,26 

French v. War Contracts Price Adjustment Board, 182 F. 2d 

560 (C.A. 9) . 27 

Robert I. Gale, Estate of, v. United States, 95 U.S. App. D.C. 

317, 221 F. 2d 872. 21 

Hardon-Waters Inc. v. United States, — U.S. App. D.C. —, 222 


Harney v. Land, 14 T.C. 666. . 39 

Hunter Mfg. Corp. v. C I R, 21 T. C. 424 . 41 

Johnson v. United States, 163 Fed. 30 (C.A. 1). 41 

Keller v. United States, 93 U.S. App. D.C. 411, 207 F. 2d 610, 

certiorari denied, 347 U.S. 91S. 17 

Knu-Vise, Inc. v. War Contracts Price Adjustment Board, 

90 U.S. App. D.C. 218, 195 F. 2d 198. 15,17 

Lichter v. United States, 95 U.S. App. D.C. 316, 221 F. 2d 
869 .. 21 


Lowell Wool By-Products Co. v. War Contracts Price Ad¬ 
justment Board, 89 U.S. App. D.C. 281, 192 F. 2d 405. 15,16 

Macauley v. Waterman S.S. Corp., 327 U.S. 540. 20 

Maguire Industries v. Secretary of War, 87 U.S. App. D.C. 

356, 185 F. 2d 434. 16 

Oregon Brass Works v. War Contracts Price Adjustment 

Board, 16 T.C. 1145 . 37 

Psaty & Fuhrman v. Stimson, 87 U.S. App. D.C. 47, 182 F. 

2d 985 . 15,17 

Ring Construction Corporation v. Secretary of War, 85 U.S. 

App. D.C. 386, 178 F. 2d 714, certiorari denied, 339 U.S. 

943 . 15,17 

J. H. Sessions <C~ Son v. Secretary of War, 6 T.C. 1236. 38,39 

Spray Cotton Mills v. Secretary of War, 9 T.C. 824 . 39 

United States v. American Trucking Association, 310 U.S. 


534 . 40 

United States v. California Eastern Line, 34S U.S. 351, reversing 

93 U.S. App. D.C. 289, 211 F. 2d 635. 11,12,20,22,23, 

24,25,26,27,28,30 

United States v. Martin Wunderlich, 94 U.S. App. D.C. 8, 

211 F. 2d 433. 11,18,19,20,22,24,26> 29 

United States v. Wissahickon Tool Works, 200 F. 2d 936 
(C.A. 2), affirming 99 F. Supp. 331 (S.D.N.Y.).... 13,37,41,42 

U.S. Electrical Motors, Inc. v. Jones, 80 U.S. App. D.C. 329, 

153 F. 2d 134.15, IS, 29 

Warner <ft Swasey Co. v. Board of Directors of Reconstruction 
Finance Corporation, 83 U.S. App. D.C. 339, 170 F. 2d 


164 . 16 

Warner dt Swasey Co. v. War Contracts Price Adjustment 
Board, 91 U.S. App. D.C. 330, 201 F. 2d 201, certiorari 
denied, 345 U.S. 924 


17 


























V 


Statutes & Regulations: 


Internal Revenue Code of 1939: p 

Sec. 1141 . 29 

Sec. 1141(a) 15 

Sec. 1141(b) 22 

Internal Revenue Code of 1954: 

Sec. 7482(a) . 15, 65 

Renegotiation Act of 1942, as amended, Sec. 403(c) (1). 20 


Renegotiation Act of 1943 (50 App. U.S.C. § 1191): 

Section 403(c)(1) ... 11,31,32, 33,36, 37,39,40,43,44, 60, 63 


Section 403(c) (3) .8,10,14,30, 63 

Section 403(c) (5) .2,44, 61, 64 

Section 403(e) (1) . 15,64 

Section 403(c) (6) . 16 

Revenue Act of 1943, Title VII . 5,15 


Renegotiation Regulation: 

222.1 . 

222.1(3) (a) . 

721 . 


44,51,66 
58 

.. 31,67 

















tHmteb States Court of Appeals 

FOR THE DISTRICT OF COLUMBIA CIRCUIT 


No. 13029 

United States of America, petitioner 

v. 

Northwest Automatic Products Corporation, respondent 


PETITION TO REVIEW ORDER OF THE TAX COURT OF 

THE UNITED STATES 


JURISDICTIONAL STATEMENT 

The unilateral order of the United States determining 
that respondent had received excessive profits in the 
amount of $180,275.52 for its fiscal year ended December 
31, 1944, was entered April 30, 1947. The decision of the 
Tax Court holding that renegotiation of respondent was 
barred because not timely commenced, was filed June 23, 
1955 (J. A. 63) and the petition for review in this Court 
was filed September 21, 1955 (J. A. 2). The jurisdiction 
of this Court is invoked under Section 7482 of the Internal 
Revenue Code of 1954. 

STATEMENT OF THE CASE 

Respondent, Northwest Automatic Products Corpora¬ 
tion, sought Tax Court review of an administrative deter¬ 
mination that under the Renegotiation Act of 1943, respond¬ 
ent had realized excessive profits of $180,275.52 for its fiscal 
year ended December 31, 1944 (J. A. 7). By stipulation, 
respondent did not question the amount of excessive profits 
(J. A. 64) and asked the Tax Court to determine only 
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whether the renegotiation proceedings for that fiscal year 
had been timely commenced, and if so, whether they had 
been timely completed. The pertinent facts as found by the 
Tax Court may be summarized as follows: 

During the periods in question respondent, a Minnesota 
corporation, was managed by Frank W. Griswold, who 
with his wife owned the controlling stock interest in the 
corporation (J. A. 28). Griswold was also interested in 
several other companies, including Griswold Signal Com¬ 
pany, K. P. Manufacturing Sales Company, and Screw 
Machine Products Company, all controlled by the Gris¬ 
wold family (J. A. 28). Beginning August 21, 1944, Gris¬ 
wold was an equal partner with Jerome J. Bliss in Micro- 
matic Metal Products Company; on April 30, 1945, he 
bought Bliss’ interest and thereafter transferred the part¬ 
nership assets to a corporation of the same name, owned 
and controlled by Griswold (J. A. 28). During 1944, 
Northwest made purchases from these other companies 
amounting to $499,000, with those from Micromatic alone 
totaling approximately $182,000 (J. A. 29). 

On October 7, 1944, Northwest received a letter of pre¬ 
liminary inquiry from Army Service Forces, Chicago 
Ordnance District, requesting completion of a “Standard 
Form of Contractor’s Report” for its fiscal year ended 
December 31, 1944 (J. A. 29). 1 Northwest forwarded this 
Report on April 30, 1945, and it was received by the Chi¬ 
cago Ordnance District Price Adjustment Division (here¬ 
inafter Chicago PAD) on May 4, 1945 (J. A. 29). Al¬ 
though information was admittedly omitted from the Re¬ 
port as initially filed, 2 and was specifically requested by 


1 War contractors were required by Section 403(c)(5) of the 
Renegotiation Act of 1943 to file such forms before renegotiation, to 
determine excessive profits, is commenced. See infra, pp. 43-59. 

2 Section B of the Report provided in part as follows (J.A. 30- 
31): 

(Items XIII, XIV, and XV, comprising section B of this 
report are not required to be filled out by contractors or sub¬ 
contractors who have entered into formal agreements or re¬ 
ceived authorized clearance notices under the Renegotiation 
Act with respect to any past fiscal years. However, the data, 
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Chicago PAD by letter of September 18, 1945, the Tax 
Court found that this additional information was sup¬ 
plied by Northwest in part on November 14, 1945, and 
fully by February 11, 1946 (J. A. 31). 3 

Meanwhile, on May 8,1945, Chicago PAD advised North¬ 
west, by regular mail, that it had been assigned to that 
office for renegotiation of its profits for its fiscal year ended 
December 31, 1944 (J. A. 31). The letter continued 
(J. A. 32): 

It has been found by past experience that a prelimi¬ 
nary conference with representatives of the contractor 
expedites this work importantly, and it is accordingly 
suggested that a meeting be held between representa¬ 
tives of your company and the undersigned on Friday, 
18 May 1945 at 9:30 A. M. at the offices of the Division, 
Room 805, First National Bank Building, Chicago. 
We trust that your representatives will be able to be 
here at that time, but if the date is not agreeable to 
you, please inform us and suggest another early date. 

if furnished, will expedite the disposition of the case and should 
be presented if readily available.) 

Northwest completed Items XIV and XV fully. Item XIII, set out 
below, was not completed. 

XIII. Attached hereto are the following: 

(A) A brief statement (in duplicate) of the nature of our 
pre-war business and the extent and approximate date of its 
conversion to the war effort; also a brief description of our 
principal peacetime products. 

(B) A statement (in duplicate) showing names and ad¬ 
dresses of our parent, subsidiary, and affiliated companies or 
organizations with a brief description of the character of their 
business and the nature and extent of their affiliation. Included 
also is a statement as to whether or not we believe that the 
operations of such companies or organizations should be con¬ 
solidated with those of this company for renegotiation on an 
over-all basis if such renegotiation be required. 

The information required in regard to affiliates was of particular 
importance since it was needed in connection with a required finding 
that the inter-company operations did not affect the earnings of 
Northwest on its renegotiable business. 

3 As we explain in our Argument, infra , pp. 43-59, we believe that 
as a matter of law the Tax Court erred in holding that the Con¬ 
tractor’s Report was fully filed by February 11, 1946. 
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If possible, we will arrange for the meeting on the date 
you suggest. 4 

Pursuant to this letter, Griswold and Bliss, the latter 
then an employee of Northwest, 5 met with three representa¬ 
tives of Chicago PAD in Chicago on May 18, 1945 (J. A. 
32; Exh. 3, J. A. 140). 6 Considerable correspondence with 
respect to renegotiation data ensued (see infra , pp. 34-35), 
and additional conferences between Griswold or his repre¬ 
sentatives and Chicago PAD were held in Minneapolis on 


4 The Tax Court properly found that this letter, which was not 
sent by registered mail and which referred only to a “preliminary 
conference,” did not commence renegotiation for fiscal 1944 (JA. 
54). 

s Later in 1944, Bliss’ partnership with Griswold in Micromatic 
was dissolved and Bliss ceased to be an employee of Northwest. 
Bliss thereafter sued Griswold to set aside the sale of Bliss’ half 
interest in Micromatic and to obtain a partnership dissolution and 
accounting. The case was ultimately decided against Bliss. (J.A. 36.) 

c A report of this conference prepared by one of the Chicago PAD 
representatives noted in pertinent part (J.A. 3, J.A. 140): 

The contractor’s representatives called in response to request 
by this office for preliminary discussion of data needed for 
renegotiation for the fiscal year ended 31 December 1944. The 
contractor had already filed standard report and complete fig¬ 
ures on earnings that indicated a basic profit of about 20% 
on $2,000,000 renegotiable sales. Total sales were shown to be 
about 95% renegotiable. 

# * * # « 

The president of the company, Mr. Griswold, is dominant 
owner of this business. He has certain other manufacturing 
interests in Minneapolis, * * * Mr. Griswold stated that the 
independent auditor employed by the company, Herman J. 
Piesch, Baker Bldg., Minneapolis had a set of working papers 
at his office at the time of the fire, and that he had been engaged 
in completing the 1944 audit and in setting up the new books 
to replace those destroyed by fire. It was believed that the 
necessary accounting figures for renegotiation would be avail¬ 
able shortly. 

It was arranged that Mr. Griswold would immediately upon 
his return to Minneapolis advise Mr. Piesch of the data re¬ 
quired, and that Mr. Piesch upon getting this data into shape 
would communicate with this office, and a representative, prob- 
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November 27, 1945, January 3, 1946, 7 and February 6, 
1946 (Stipulation, J. A. 70); and in Chicago on February 
12, 1946, April 4, 1946, and April 30, 1946 (Stipulation, 
J. A. 70). 

The day following the last of these conferences, May 1, 
1946, Chicago PAD sent the following registered letter to 
Northwest with the intention, as the Tax Court expressly 
found (J. A. 39), of formally commencing renegotiation 
proceedings (J. A. 39; Exh. Q, J. A. 178): 

1 May 1946. 

Via Registered Mail, 


Northwest Automatic Products Co. 
170 Lyndale Avenue N. 
Minneapolis 3, Minnesota 


Attention: Mr. F. W. Griswold, 
President. 


Gentlemen: 


The "War Contracts Price Adjustment Board has 
determined that renegotiation proceedings under the 


ably Mr. Cawley, would go to Minneapolis to check the data 
and arrange for any additional information needed. 

* * * * # 

Mr. Piesch was unable to fix a definite date at which time 
the data would be ready for this Division, but Mr. Griswold 
stated that he would ask Mr. Piesch to work on it with all 
possible speed. He will himself furnish the remaining facts 
required unless the auditor has furnished the data by 15 June 
1944, a request will be made for a definite date for us to receive 
the data. 

7 While the January 3, 1946 conference was principally in regard 
to Micromatic, there had been numerous transactions between 
Micromatic and Northwest, so that one of the matters discussed was 
the effect on Northwest of Bliss’ claims in regard to Micromatic. 
(Exh. WW, J.A. 229 et seq.). At this conference, Griswold agreed 
to consider submission of audit reports on Northwest, as well as 
other of his companies. Subsequently, on February 11, 1946, Gris¬ 
wold sent to Chicago PAD as attachments to a letter on the letter¬ 
head of Griswold Signal Company, copies among other things, of 
Northwest’s audits and amended tax returns for 1944. (Exh. M, 
J.A. 173). See also infra, p. 52. 
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Renegotiation Act (Title VII of the Revenue Act of 
1943) for your fiscal year ended 31 December 1944 shall 
be conducted initially by this office. 

This notice, sent by registered mail, constitutes com¬ 
mencement of the renegotiation proceedings in con¬ 
formity with the provisions of subsection (c)(1) of the 
Renegotiation Act. 

Very truly yours, 

(Signed) M. R. Cahiul, 

Renegotiator, 

For: John W. Browning, 

Chief, Price Adjustment Division. 

On the same date the Chief of Chicago PAD wrote to Gris¬ 
wold enclosing a proposed stipulation to extend the time 
for completion of renegotiation of Northwest for 1944 
(J. A. 40; Exh. R., J. A. 179). The letter pointed out (J. A. 
40-41): 

* * * There is a difference of opinion as to when 
renegotiation commences in a particular case, but in 
order to be on the safe side we have been instructed by 
Washington to obtain extensions in all cases where any 
doubt may arise. In this particular case, renegotiation 
could not have commenced prior to the date this office 
had its first meeting with you last summer. 

• •••<• 

I intended to mention this to you when you were in 
the office yesterday afternoon but the matter was over¬ 
looked. If you can take care of this right away it will 
be appreciated, and Mr. Cahill will pick up the executed 
papers when he is in Minneapolis this week. 

The stipulation to extend the time for completion of re¬ 
negotiation was never signed or executed by North-west 
(J. A. 41). 

On May 7,1946, Caliill, a representative of Chicago PAD, 
met at the Northwest plant in Minneapolis with Griswold, 
together with another North-west employee, and a repre¬ 
sentative of the accounting firm of Peat, Marwick & Mitchell, 
primarily to discuss an audit of Micromatic for the fiscal 
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year ended April 30, 1945 and inter-company transactions 
that Micromatic might have had with affiliated companies, 
including Northwest (J. A. 41). Subsequently Griswold 
authorized Peat, Marwick & Mitchell to make an audit of 
Micromatic for the period ended April 30, 1945 and April 
30, 1946, as well as audits for other Griswold companies, 
including Northwest, with the completed audits to be fur¬ 
nished to Chicago PAD (J. A. 41-42). Although an audit 
of Micromatic had been made earlier by another accounting 
firm, Chicago PAD desired another audit. (J. A. 42.) 
After some further correspondence, Griswold on behalf of 
Micromatic, wrote Chicago PAD on July 3, 1946, in part 
as follows (J. A. 42-43): 

* * * I regret that you feel disappointed in progress 
made towards auditing the affairs of Micromatic Metal 
Products Company. However, I feel that your dis¬ 
appointment must be traceable to a misunderstanding 
as to the commitments made at the conference in your 
office on April 4. If you will consult the stenographic 
notes that were taken, I am confident that you will find 
that I did not unconditionally agree to have another 
audit made. What I stated at the conference was, that 
if the investigation indicated that any of the charges 
which your Mr. Cahill reported were made to him by 
Mr. Bliss and his counsel had any foundation in fact, 
that then I myself would insist upon having a complete 
audit made of the affairs of the Companies by independ¬ 
ent accountants. 

However, investigation of those charges disclosed 
that they were absolutely without foundation. * * * 

• • • • • 

I have examined the report prepared by Hines & 
Wilkerson dated May 28, 1946, which you were kind 
enough to forward to us. But I find nothing in the 
report except wholly unsupported charges. There is 
nothing in their investigation or report that would 
justify the Company in undertaking the expense of a 
re-audit. 
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On April 21, 1947, the Treasury Department Price Ad¬ 
justment Board (Treasury PAD), to whom the various 
renegotiation proceedings pending at Chicago PAD in re¬ 
spect to Northwest and other Griswold companies had been 
transferred, advised Northwest by registered air mail 
(J. A. 44; Exh. RR, J. A. 212): 

A final renegotiation conference with regard to re¬ 
negotiation proceedings for your fiscal year ended 
December 31,1944, is set for Wednesday, April 30,1947, 
at 10:00 a. m., Room 5304 Procurement Division Build¬ 
ing, 7th & D Streets, S. W., Washington 25, D. C. 

Confirmation of this date is requested. 

Replying on April 25, 1947, that it believed that renegoti¬ 
ation had been commenced by Chicago PAD’S letter of May 
8, 1945 and consequently that time for completion of the 
renegotiation proceedings had expired on May 8, 1946, 
Northwest, through its attorneys, therefore requested that 
the proposed conference be cancelled (J. A. 45). Treasury 
PAD responded by telegram on April 28, 1947, stating 
“Letter May 1, 1946, started renegotiation. Conference 
scheduled April 30 remains effective.” (J. A. 46.) North¬ 
west attended the conference, preserving its objection as 
to timeliness (J. A. 46). On the same day, April 30, 1947, 
a unilateral order was issued, determining that Northwest 
had received excessive profits in the amount of $180,275.52 
on contracts subject to renegotiation for its fiscal year 
ended December 31, 1944 (J. A. 27). 

After finding the foregoing, the Tax Court held first, con¬ 
trary to Northwest’s position, that the letter of May 8,1945 
did not commence renegotiation, since it referred only to a 
preliminary conference and since it was not sent by regis¬ 
tered mail (J. A. 53). 8 The Tax Court, however, went on 
to hold that the letter of May 1, 1946, even though sent by 

8 It was on the basis of its contention that renegotiation was 
commenced on May 8, 1945 that Northwest urged that since the 
unilateral order was issued April 30, 1947, there had not been 
completion of renegotiation within a year, as required by Section 
403(c) (3) of the 1943 Renegotiation Act. 
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registered mail and explicitly intended to start renegoti¬ 
ation proceedings, likewise failed to commence renegotiation 
because it did not notice the time and place of the initial 
renegotiation conference (J. A. 56-58). The court rejected 
the Government’s argument that the omission was imma¬ 
terial in view of the conferences had before and after May 
1, 1946; recognizing that the letter in all other respects 
accorded fully with statutory requirements, the court never¬ 
theless concluded that strict compliance in every detail with 
the statutory language was necessary to commence rene¬ 
gotiation (J. A. 58). 

Finally, the court rejected the Government’s further con¬ 
tention that even if the letter of May 1, 1946 did not com¬ 
mence renegotiation, the proceedings were nevertheless 
timely commenced by the letter of April 21,1947, which con- 
cedely complied with all statutory requirements. The 
Government urged that Northwest had not fully filed its 
Standard Form of Contractor’s Report with the Board 
until July 3, 1946, and that since under the statute the one- 
year period for commencing renegotiation did not begin to 
run until this Report was filed, the letter of April 21, 1947 
timely commenced renegotiation. In support of its position, 
the Government pointed out that prior to February 11,1946, 
the earliest date at which all of the information required 
by the Report could possibly be said to have been supplied, 
Griswold effectively revoked his affirmation of figures which 
he had initially submitted in connection with the Report, 
and not until July 3, 1946 did he reaffirm his intention to 
rest on the information as given. See infra, pp. 43-59. 

However, abandoning the technical criteria by which it 
upheld Northwest’s claim of a defect in the letter of com¬ 
mencement, the Tax Court held with respect to the Con¬ 
tractor’s Report that only substantial compliance was neces¬ 
sary, and that since there was no necessity for the filing of 
“a report complete and perfect in every detail,” the ma¬ 
terials filed by Northwest by February 11, 1946 were suf¬ 
ficient to start the limitation period running (J. A. 61). 
Accordingly, holding that “under the circumstances” the 
Contractor’s Report had been fully filed no later than 
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February 11, 1946, the court concluded that the letter of 
April 21, 1947, mailed more than a year after this date, did 
not timely commence renegotiation (J. A. 62). 

STATUTES AND REGULATIONS INVOLVED 

For the convenience of the court, the pertinent statutes 
and regulations are set out as an appendix to this brief 
infra, pp. 63-68. 

STATEMENT OF POINTS 

1. The Tax Court erred in holding that renegotiation of 
respondent’s profits for its fiscal year ended December 31, 
1944 was not timely commenced. 

2. The Tax Court erred in holding that the registered 
letter which was mailed to respondent by the Chicago Ord¬ 
nance Price Adjustment Division on May 1,1946, and which 
stated that “This notice, sent by registered mail, constitutes 
commencement of the renegotiation, proceedings in con¬ 
formity with the provisions of subsection (c)(1) of the 
Renegotiation Act,” failed in the circumstance of this case 
to commence renegotiation of respondent’s profits for its 
fiscal vear ended December 31, 1944. 

3. The Tax Court erred in holding that respondent’s 
“Standard Form of Contractor’s Report” for its fiscal year 
ended December 31,1944, had been “filed,” for the purpose 
of computing the statute of limitations on commencement 
of renegotiation of respondent’s excessive profits for that 
year on February 11, 1946, rather than on or after July 3, 
1946, and therefore that the letter of April 21, 1947 did not 
timely commence renegotiation. 

4. The Tax Court erred in holding that respondent was 
discharged under Section 403(c)(3) of the Renegotiation 
Act of 1943 of all liabilities for excessive profits for its fiscal 
year ended December 31,1944. 

SUMMARY OF ARGUMENT 

I 

Preliminary to the question on the merits, there is, we 
believe, a jurisdictional question: whether a Tax Court 
decision on the issue of timely commencement of renego- 


11 


tiation is open to appellate review. Since the Government’s 
role in previous litigation of this issue has rendered it 
inappropriate for us to take other than an expository posi¬ 
tion on this question, we have presented both sides of the 
issue for this Court’s consideration. 

While the language of Section 403(e)(1) of the Renegotia¬ 
tion Act of 1943, conferring exclusive jurisdiction on the 
Tax Court to determine excessive profits, provides that 
“such determination shall not be reviewed or redetermined 
by any court or agency,” this Court beginning in 1946, 
repeatedly held that it has power to review Tax Court 
renegotiation decisions on “constitutional and jurisdic¬ 
tional” grounds. In Blanchard Mach. Co. v. Reconstruction 
Finance Corporation Price Adjustment Board, 85 U.S. App. 
D.C. 361, 177 F. 2d 727, certiorari denied, 339 U.S. 943, the 
first case to raise the issue presented here, this Court held 
that this question of timely commencement of renegotiation 
was reviewable. But when the issue was again raised in 
United States v. Martin Wunderlich, 94 U.S. App. D.C. 8, 
211 F. 2d 433, a different panel of this Court expressly 
overruled the Blanchard decision. 

This is the way the matter stood when the Supreme Court 
decided United States v. California Eastern Line, 348 U.S. 
351. Despite California Eastern and subsequent holdings 
of this Court, the issue still appears to be unsettled. Al¬ 
though California Eastern clearly holds that the issue of 
contract renegotiation is open to appellate review, it does 
not plainly indicate whether the issue of timely commence¬ 
ment is also reviewable and, depending upon the part of the 
opinion emphasized, may in fact permit either result. On 
the one hand, the opinion appears to accept the review prac¬ 
tice developed by this Court, which of course included 
Wunderlich. But, on the other hand, the opinion also in¬ 
dicates that the Supreme Court is formulating its own 
standard of review, and contemplates a scope of review 
broader than that heretofore followed by this Court and 
which would clearly encompass timeliness of commence¬ 
ment. Recent decisions of this Court (Hanlom-Waters, Inc. 
v. United States, — U. S. App. D.C. —, 222 F. 2d 798 and 
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the decision on the remand of California Eastern) suggest 
that this Court reads the Supreme Court’s opinion as 
opening the issue of timely commencement to review. If 
such is the case the Government is entitled to invoke this 
review just as any private contractor. However, since these 
recent decisions do not expressly so hold we have filed this 
petition, setting forth the considerations both for and 
against jurisdiction and leaving it to this Court definitely 
to resolve the problem. 

II 

If this Court holds that it has jurisdiction in this matter, 
we believe it should reverse the Tax Court’s determination 
that renegotiation here was not timely commenced. 

A. The statute, in requiring that renegotiation be com¬ 
menced by the mailing of a registered letter setting the 
time and date for a conference, obviously intended only 
that the contractor be advised with sufficient definiteness 
of the date of commencement of renegotiation; and the 
letter of May 1, 1946, which in fact goes beyond the literal 
requirements of the Act by expressly stating that “this 
letter constitutes commencement of renegotiation proceed¬ 
ings,” fully satisfied this congressional intent. In view of 
the long series of conferences between the contractor and 
the agency, both before and after the mailing of this letter, 
it would have been wholly unnecessary, if not ridiculous, 
for the letter itself to schedule a conference. There is no 
evidence, or even a claim, that Northwest was injured by 
this omission; to the contrary, the voluminous record amply 
demonstrates that the contractor took full part in all re¬ 
negotiation proceedings, and was deprived of no oppor¬ 
tunity to participate in conferences, submit data and be 
heard, and to have a timely final order issued. The Court 
of Appeals for the Second Circuit brushed aside a similar 
attempt to escape liability for excessive profits through an 
alleged defect in the letter of commencement, affirming the 
district court’s rejection of this claim as “little more than 
a quibble” and pointing out that “defendants have not 
shown, nor do they seriously contend, that this error in any 
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way misled them.” United States v. Wissahickon Tool 
Works, 200 F. 2d 936, 940. We believe that here, too, where 
there is no claim whatever of injury to the contractor, 
Northwest should not be permitted to escape its clear 
liability under the broad remedial provisions of an emer¬ 
gency statute upon the wholly technical ground of an 
alleged defect in the letter of commencement. 

B. Even if the letter of May 1, 1946 was ineffective to 
commence renegotiation, we believe that since Northwest 
failed to file its Standard Form of Contractor’s Report 
until at least July 3,1946, the Government’s letter of April 
21, 1947, constituted timely commencement. Northwest 
originally filed an incomplete Report on May 4, 1945, cer¬ 
tifying, as required by Regulation, that the information 
which it did furnish was “true and correct.” Although the 
Tax Court found that the company supplied the remainder 
of the required data by February 11,1946, prior to this later 
date Grisvrold, Northwest’s president, effectively revoked 
his certification of the material which he had earlier sub¬ 
mitted. The record of conferences between Griswold and 
the renegotiating agency, set out at length in our brief, 
clearly demonstrates that Griswold recognized the strong 
possibility of serious inaccuracies with respect to North¬ 
west’s 1944 figures; that he agreed to conduct an audit of 
certain inter-company transactions in order to determine 
the true figures; and that when the result of this audit 
failed to resolve the discrepancies, he agreed to have a 
new and independent audit conducted. The agency ac¬ 
cordingly suspended renegotiation work pending receipt 
of reliable figures, and not until July 3,1946, was it advised 
by Griswold that instead of supplying new audits he was 
satisfied with the figures as submitted. Until this time we 
believe that the agency had no duty to proceed with 
renegotiation, and that it was fully justified in awaiting 
receipt of information which the contractor -was willing to 
affirm. To hold otherwise is to nullify completely the re¬ 
quirement that the data submitted be verified. 

0. We submit, therefore, that the Tax Court, having 
given the statute an overly literal interpretation in denying 
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full effect to the letter of May 1, 1946, compounded its 
error by failing to apply equally strict standards in deter¬ 
mining whether the contractor had complied with its obli¬ 
gation under statute and regulation to submit a verified 
Contractor’s Report upon which the agency could rely in 
commencing renegotiation. Whether a broad or a narrow 
interpretation is given to the terms of the Renegotiation 
Act, the record in this case indisputably establishes that 
the Government timely commenced renegotiation and that 
the decision of the Tax Court relieving respondent of its 
liability for excessive profits should be reversed. 

ARGUMENT 

I 

The Jurisdiction of This Court to Review the Tax Court’s 
Determination That the Commencement of Renegotiation 
Was Not Timely. 

The appeal in this renegotiation case seeks to bring for 
review before this Court the question whether the Tax Court 
erred in holding that renegotiation had not been commenced 
within the time limits prescribed by Section 403(c)(3) of 
the Renegotiation Act. However, before this issue is 
reached, there is a preliminary question which must be 
resolved, i.e., whether the question of timely commence¬ 
ment is open to appellate review. As the court well knows, 
this question has had a somewhat checkered history, and 
in view- of the part played therein by the Government, we 
believe that it would be inappropriate for us to take a 
position either way on this jurisdictional issue. Conse¬ 
quently, we intend in this brief merely to discuss the de¬ 
cisions which have dealt with the question together with 
some of the considerations, pro and con, which may be of 
assistance to the court in resolving the problem. 

A. The Causes Prior to United States v. California Eastern 

Line, 348 U. S. 351. 

In assigning to the Tax Court the function of redetermin¬ 
ing de novo agency determinations of excessive profits re- 
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ceived by war contractors, Congress provided in Section 
403(e)(1) of the Renegotiation Act of 1943 (Revenue Act 
of 1943, Title VII) that the Tax Court 

# # * shall have exclusive jurisdiction, by order, to 
finally determine the amount, if any, of such excessive 
profits received or accrued by the contractor or subcon¬ 
tractor, and such determination shall not be reviewed 
or redetermined by any court or agency. 

Beginning in 1946, this Court has repeatedly held that it 
has power to review Tax Court renegotiation cases on con¬ 
stitutional and jurisdictional grounds. E. g., U. S. Electrical 
Motors, Inc. v. Jones, 80 U. S. App. D. C. 329,153 F. 2d 134; 
Lowell Wool By-Products Co. v. War Contracts Price Ad¬ 
justment Board, 89 U. S. App. D. C. 281, 192 F. 2d 405; 
Armstrong v. War Contracts Price Adjustment Board, 90 
U. S. App. D. C. 152, 194 F. 2d S75, certiorari denied, 343 
U. S. 967; Knu-Vise v. WCPAB. 90 U. S. App. D. C. 218,195 
F. 2d 198; Psaty & Fuhrman v. Stimson, 87 U. S. App. D. C. 
47,182 F. 2d 985; Eastern Machinery Co. v. Under Secretary 
of War, 86 U. S. App. D. C. 331, 182 F. 2d 99; Blanchard 
Mach. Co. v. Reconstruction Finance Corporation Price Ad¬ 
justment Board, 85 U. S. App. D. C. 361, 177 F. 2d 727, cer¬ 
tiorari denied, 339 U. S. 943; Ring Construction Corp. v. 
Secretary of War, 85 U. S. App. D. C. 386, 178 F. 2d 714, 
certiorari denied, 339 U. S. 943. 

The first case formulating this holding was U. S. Electri¬ 
cal Motors v. Jones, supra, in which this Court held review- 
able a decision of the Tax Court that the petition for review 
filed pursuant to the then Section 1141(a), now Section 
7482(a), of the Internal Revenne Code was filed too late to 
enable the Tax Court to take jurisdiction of the case. Re¬ 
ferring to the “finality” provisions of the Act (set out 
infra, pp. 64-65), this Court said (80 U. S. App. D. C.S5/, 
153 F. 2d 136-7): 

Respondents argue that the Renegotiation Act for¬ 
bids judicial review of any act of the Tax Court in a 
renegotiation case. The Act does not so read. It very 
carefully says that the Tax Court shall have exclusive 
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jurisdiction to determine the amount of excessive 
profits. It leaves untouched, by direct reference or 
otherwise, the remaining content of Section 1141(a) of 
the Internal Revenue Code. We think, therefore, that 
the statute places exclusive and unreviewable juris¬ 
diction in the Tax Court to determine the amount of 
excessive profits, including questions of both law and 
fact in such determination, but that a ruling upon the 
jurisdiction of the Tax Court is untouched by that pro¬ 
vision and, therefore, remains reviewable by this court. 
It would, we think, require clear language to indicate 
that Congress intended that any tribunal should have 
unreviewable authority to determine its own juris¬ 
diction. 

Accordingly, the decision below was reversed and the Tax 
Court was ordered to hear the case and make the appropri¬ 
ate determination. 

In subsequent cases, the Court further undertook to de¬ 
fine those issues which it regarded as “jurisdictional.” 
Thus, in Warner <& Swasey Co. v. Board of Directors , RFC, 
83 U. S. App. D. C. 339, 170 F. 2d 164, the Court passed on 
the question as to the proper defendants in the Tax Court. 
In Maguire Industries v. Secretary of War 7 87 U. S. App. 
D. C. 356, 185 F. 2d 434, the Court held reviewable and re¬ 
viewed determinations of the Tax Court as to whether 
proceeds received for part of a fiscal year as well as those 
received for an entire fiscal year were subject to renegoti¬ 
ation. In Lowell Wool By-Products Co. v. War Contracts 
Price Adjustment Board , 89 U. S. App. D. C. 281,192 F. 2d 
405, the Court held as jurisdictional, the issue whether two 
companies were “under common control” for the purpose 
of applying the $500,000 war-business floor provision of 
Section 403(c) (6) of the Renegotiation Act. In Armstrong 
v. War Contracts Price Adjustment Board , 90 U. S. App. 
D. C. 152,194 F. 2d 875, certiorari denied, 343 U. S. 967, the 
Court reviewed as jurisdictional the question whether a 
particular salesman receiving commissions on sales by steel 
companies under contracts or subcontracts with the Govern- 
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ment was a “subcontractor,” subject to renegotiation under 
the Act. Ring Construction Corp. v. Secretary of War, 85 
U. S. App. D. C. 386, 178 F. 2d 714, certiorari denied, 339 
U. S. 943, reviewed the issues of whether the Renegotiation 
Act was intended to apply retroactively and whether if so 
applied, the Act was constitutional. See, also, Blanchard 
Mach. Co. v. Reconstruction Finance Corporation Price 
Adjustment Board, 85 U. S. App. D. C. 339, 177 F. 2d 727, 
certiorari denied, 339 U. S. 943; Eastern Machinery Co. v. 
Under Secretary of War, 86 U. S. App. D. C. 331, 182 F. 2d 
99; Warner (0 Swasey Co. v. TFar Contracts Price Adjust¬ 
ment Board, 91 U. S. App. D. C. 330, 201 F. 2d 201, certiorari 
denied, 345 U. S. 924. 

On the other hand, the Court in a number of decisions 
made clear those issues which it regarded as nonjurisdic- 
tional. In Eastern Machinery Co. v. Under Secretary of 
War, 86 U. S. App. D. C., 182 F. 2d 99, and Knu-Vise, Inc. v. 
TFar Contracts Price Adjustment Board, 90 IT. S. App. D. C. 
218,195 F. 2d 198, the Court ruled that it would not consider 
any of the petitioners’ allegations of error as to the Tax 
Court’s computation of the amount of excessive profits. The 
same ruling was made in Ring Construction Corp. v. Secre¬ 
tary of TFar, 85I T . S. App. D. C. 386,178 F. 2d 714, certiorari 
denied, 339 U. S. 943; the Court also held in Ring that it 
would not review the Tax Court’s decision as to burden of 
proof in its proceedings. In Psaty & Fuhrman v. Stimson, 
87 U. S. App. D. C. 47,182 F. 2d 985, and in Keller v. United 
States, 93 IT. S. App. D. C. 411, 207 F. 2d 610, certiorari de¬ 
nied, 347 I T . S. 918, the Court ruled unreviewable the ques¬ 
tion of whether the Tax Court correctly decided that peti¬ 
tioners’ accounts should be renegotiated on a completed- 
contract basis rather than on a fiscal year basis. 

It was against this background that this Court originally 
considered the reviewability of issues as to the timeliness of 
commencement of renegotation. This problem came before 
this Court in 1949 in Blanchard Machinery Co. v. Recon¬ 
struction Finance Corporation Price Adjustment Board, 
supra, which raised the issue of timely commencement of 
renegotiation as well as issues of the construction and con- 


18 


stitutionality of a Renegotiation Act amendment. While 
the Government urged that the Tax Court’s determination 
of these issues was final, 9 the Court rejected the Govern¬ 
ment’s position and held instead in an opinion written by 
District Judge Ford and joined in by Circut Judges Edger- 
ton and Proctor (85 U. S. App. D. C. at 362, 177 F. 2d at 
728-729): 

Since the provision of the Act relied upon ascribes 
finality only to the Tax Court’s determination of “the 
amount” of excessive profits (the issue eliminated by 
stipulation) and “leaves untouched, by direct reference 
or otherwise, the remaining content of section 1141(a) 
of the Internal Revenue Code”, United States Electri¬ 
cal Motors v. Jones, 80 U. S. App. D. C. 329, 153 F. 2d 
134, 136, we think respondent’s contention in respect 
to our lack of jurisdiction to review" the question here 
presented is untenable. 

The Court, accordingly, proceeded to consider the merits 
of the various questions raised, including that of timely 
commencement. 

The Blanchard decision apparently remained the law in 
this Court until 1954, when the final decision was rendered 
in United States v. Martin Wunderlich Co., 94 IT. S. App. 
D. C. 8, 211 F. 2d 433. In that case, the Tax Court had 
held that the Government had failed timely to commence 
renegotiation with Wunderlich, and the Government, reiv¬ 
ing on the apparently controlling Blanchard decision, 
sought review of the Tax Court’s determination. When 
Wunderlich moved to dismiss the petition for review for 
lack of jurisdiction, the Court (Stephens, C. J., Miller, 


9 The Government’s brief recognized that in U. S. Electrical 
Motors Inc. v. Jones, 80 U.S. App. D.C. 329,153 F. 2d 134, this Court 
had held that it had jurisdiction to review determinations of the 
Tax Court with respect to the Tax Court’s owm jurisdiction, but it 
urged that the question of timely commencements of renegotiation 
by the renegotiating agency did not present such an issue and hence 
that whatever the scope of review in this Court, it did not encompass 
this question. 
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Fahv, JJ.) rejected this contention in an order dated Jan¬ 
uary 6,1953, which read: 

This case came on for consideration on respondents’ 
motion to dismiss this petition for review of an order 
of the Tax Court of the United States and was argued 
by counsel. 

On consideration whereof it is Ordered by the Court 
that said motion to dismiss be, and it is hereby, denied 
in view of the decisions of this Court in: U. S. Electri¬ 
cal Motors, Inc. v. Jones, 153 F. 2d 134 (1946); Blanch¬ 
ard Machine Co. v. R. F. C., 177 F. 2d 727 (1949); 
Lowell Wool By-Products Co. v. War Contracts Price 
Adjustment Board, 192 F. 2d 405 (1951); Armstrong 
v. War Contracts Price Adjustment Board, 194 F. 2d 
875 (1952). 10 

Subsequently, when the case was before the Court on the 
merits, Wunderlich renewed its objection to this Court’s 
jurisdiction to review the issue of timely commencement. 
At that time, the Court (Miller, Bazelon and Fahv, JJ) 
reconsidered the prior ruling, and as requested by Wunder¬ 
lich, dismissed the petitions for review for lack of juris¬ 
diction (94 U. S. App. D. C. at 11, 211 F. 2d at 436). Said 
the Court (94 U. S. App. D. C. at 11, 211 F. 2d at 436): 

In finding from the evidence that renegotiation of 
contract No. 571 was not seasonably undertaken, that 
is, that the period of limitations had expired before 
the Secretary sought renegotiation of that contract, 
the Tax Court did not decide a question of its juris¬ 
diction. Compare United States v. California Eastern 
Line, Inc., 1954, 93 U. S. App. D. C. 289, 211 F. 2d 635. 
The court decided a mixed question of fact and law 
regarding the timeliness, and consequent limitation 
bar, of renegotiation of a particular contract. This 
was not a jurisdictional decision but one which properly 
falls within those incidental to the determination of the 
amount of excessive profits, unreviewable by any court. 

10 The Supreme Court denied Wunderlich’s petition for certiorari, 
seeking review of this order, 345 U.S. 950. 
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Recognizing that the Blanchard holding was to the contrary, 
the Court discussed that decision briefly and concluded 
(ibid.) : 

To the extent the Blanchard case may be construed 
as holding we have jurisdiction to review the Tax 
Court’s decision as to timeliness in initiating renegotia¬ 
tion, it is no longer to be regarded as authority. 

Judge Bazelon did not join in the opinion but concurred 
in the result. 

The Government did not file a petition for a writ of cer¬ 
tiorari from the Wunderlich decision, and absent the sub¬ 
sequent history in this area, Wunderlich would be con¬ 
trolling in the present case. However, there has been sub¬ 
sequent history, and it is this history to which we now 
turn. 

B. United States v. California Eastern Line, 343 U. S. 

351 and Cases Subsequent Thereto. 

While the Government did not seek certiorari in Wunder¬ 
lich, it did seek Supreme Court review of this Court’s 
decision in United States v. California Eastern Line, 93 U. S. 
App. D. C. 289, 211 F. 2d 635. In that case, which was 
decided shortly before Wunderlich and to which Wunder¬ 
lich refers (see supra, p. 19), the Tax Court had decided 
that a contract negotiated between the Maritime Commis¬ 
sion and a shipping corporation, but signed only by the ship¬ 
ping firm and a representative of the British Ministry of 
Transport, did not constitute a renegotiate contract within 
Section 403(c)(1) of the Renegotiation Act of 1942, as 
amended, and accordingly, that the contractor was not 
required to refund to the Government the excessive profits 
which it had received under this contract. 17 T. C. 1325. 
The Government appealed to this Court, but the Court, quot¬ 
ing at length from Macauley v. Waterman S. S. Corp., 327 
IT. S. 540, 544, held that the issue of contract renegotiahilitv 
was not open to appellate review. Said the Court (93 U. S. 
App. D. C. at 292, 211 F. 2d at 638): 
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It is argued to us that the long passage which we 
have quoted was dictum. Whether it was or was not, 
we think we cannot disregard it. The problem now* be¬ 
fore us is precisely the problem involved in that dis¬ 
cussion. The Court said without qualification that 
what are and what are not negotiable contracts is a 
question of coverage and a part of the determination 
of the amount of excessive profits, as to which the Tax 
Court has exclusive jurisdiction. According to that 
statement, which we apply as written, this court has 
no jurisdiction to review the decision of the Tax Court 
upon the question whether the contract in controversy 
was or was not renegotiable. We do not understand 
the Supreme Court to have foreclosed review if require¬ 
ments of due process were allegedly violated, but we 
do not have that question before us. 

The Supreme Court reversed this decision and held that 
this Court should have received the issue of contract rene¬ 
gotiability. In so holding, the Supreme Court, of course, 
left no doubt that issues of contract renegotiability are 
open to appellate review and this Court has already so 
recognized. See Lichter v. United States, 95 IT. S. App. 
D. C. 316, 221 F. 2d 869; Estate of Robert I. Gale v. United 
States, 95 U. S. App. D. C. 317, 221 F. 2d 872; Hanlon-Wat- 
ers, Inc. v. United States, — TJ. S. App. D. C. —, 222 F. 2d 
798. However, although the result and reasoning of 
the Supreme Court is clear as applied to the precise issue 
before it, the opinion does not plainly indicate the ap¬ 
propriate result on the issue here involved and indeed, de¬ 
pending upon the part of the opinion emphasized, may per¬ 
mit inconsistent results. 

On the one hand, the opinion states (348 U. S. at 354): 

* * * As long ago as 1946 the Court of Appeals 
for the District of Columbia interpreted § 1141 as 
authorizing review of renegotiation orders. It has 
followed that interpretation in a number of later cases, 
including this one. All of these cases, however, have 
recognized that the scope of § 1141 review over rene- 
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gotiation orders is narrowed by that part of the Rene¬ 
gotiation Act that makes nonreviewable Tax Court de¬ 
terminations of amounts of excess profits, if any. This 
reconciliation of § 1141 with the Renegotiation Act 
has a permissible basis, and accordingly we sec no rea¬ 
son to upset the review practice that has grown up 
under it. * * * 

This language appears to suggest an intention by the Su¬ 
preme Court to adopt the review practice followed by this 
Court, and since this practice includes the Wunderlich 
decision, there are reasonable grounds for arguing that 
Wunderlich is still good law. 

This view was presented to and, although apparently not 
without some reservation (see fn. 11; infra, p. 23), adopted 
by the Court of Appeals for the Sixth Circuit in Ehco 
Manufacturing Co. v. Secretary of Commerce, 221 F. 2d 
902. The Ehco case raised a venue question— i. e., whether, 
in view of the provisions of Section 1141(b) of the Internal 
Revenue Code, there is venue in any court of appeals, other 
than this Court, to entertain an appeal in a Tax Court 
renegotiation case—as well as the issue of reviewability 
of a Tax Court determination as to the timeliness of com¬ 
mencement of renegotiation. The Sixth Circuit dealt with 
the reviewability issue first; the court, after quoting part 
of the California Eastern language set out supra and sum¬ 
marizing Wunderlich, commented (221 F. 2d at 904): 

In vievr of this decision of the Court of Appeals for 
the District of Columbia and of the approval of that 
court’s “reconciliation of 1141 with the Renegotiation 
Act” expressed by the Supreme Court in the California 
Eastern Line opinion, we conclude that we are without 
jurisdiction to review the Tax Court’s determination 
in the present case. Unlike the question of renegotia- 
bilitv involved in the California Eastern Line case, 
going to the basic issue of statutory power to rene¬ 
gotiate, the question in the present case relates only 
to a procedural question in the renegotiation process, 
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final resolution of which Congress appropriately left 
to the Tax Court. 11 

On the other hand, the California Eastern opinion also 
states (348 U. S. at 354-355): 

In making determinations as to excess profits the 
Tax Court must decide at least two separate but inter¬ 
related questions: (1) whether a renegotiable contract 
is involved and (2) the amount if any of excessive 
profits. We held in the Waterman case that the Tax 
Court has primary, exclusive jurisdiction to decide 
whether a contract is renegotiable. That result was 
reached because the Act gives the Tax Court exclusive 
jurisdiction to determine the amount of profits and 
the existence of a renegotiable contract is essential 
to such a determination. In Waterman, however, we 
did not decide any question concerning the review- 
ability of Tax Court orders entered under the Renego¬ 
tiation Act. 

The language and history of the Renegotiation Act 
make it pretty clear that the- Tax Court was selected 
to handle excess profits cases because of that Court’s 
special familiarity with all kinds of business and 
accounting practices in regard to profits, losses, etc. 
Thus it is easy to understand why Congress in § 403 
(e)(1) spelled out with meticulous clarity that Tax 
Court determinations of the amount of excessive 
profits, if any, should be final and nonreviewable. We 
agree that a § 1141 Court of Appeals review should 

11 The Sixth Circuit then turned to the venue problem, prefixing 
its discussion thereof with the statement (ibid .): 

Even if we have misconceived the teaching of the California 
Eastern Line decision, however, we find no law which fixes 
venue for this proceeding in this court. 

The court concluded (ibid.): 

* * # The language of section 1141 plainly requires the 
conclusion that where review of Tax Court decision in renego¬ 
tiation cases is permissible, venue for such review is in the 
Court of Appeals for the District of Columbia. 
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not upset such determinations. But we do not agree 
that the Tax Court’s determination here is in that 
category. The question of the amount of profits was 
not even reached by the Tax Court. It simply held, 
relying largely on common law principles of contract 
law, that there was no government contract to rene¬ 
gotiate. The existence or nonexistence of profits was 
wholly irrelevant to the holding. Consequently this 
is not the kind of determination that § 403(e) (1) makes 
final and the Tax Court’s decision in this case is there¬ 
fore subject to the normal type of review authorized by 
§ 1141. 

This language lends substantial support to the argument 
that the Supreme Court thus intended that the scope of 
review be broader than that heretofore followed by this 
Court. For it draws a sharp line between, on the one 
hand, the determination of excessive profits itself, i. e., 
matters involving “special familiarity with all kinds of 
business and accounting practices in regard to profits, 
losses, etc.” and, on the other hand, other types of issues, 
which turn on “common law principles of contract law.” 
Since the issue of timely commencement may be decided, 
as it was here, without reaching the question of the amount 
of excessive profits, and since the determination of that issue 
revolves about considerations other than business and ac¬ 
counting practices, a strong argument could be made, 
should this language in California Eastern be deemed en¬ 
titled to primary emphasis, that the question of timely com¬ 
mencement of renegotiation is open to appellate review. 

In Hanlon-Waters, Inc. v. United States, — U. S. App. 
D. C. —, 222 F. 2d 798, this Court (Miller, Bazelon and 
Fahy, J.T) may already have accorded such a reading to 
California Eastern. That case involved two issues: (1) 
whether a certain agreement constituted a final settlement 
under which further renegotiation was prohibited; and 
(2) whether renegotiation had been timely terminated. 
The same three judges who had issued the Wunderlich 
opinion sat in Hanlon-Waters, and at the oral argument, 
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they had plainly regarded the termination issues as identi¬ 
cal, with Wunderlich controlling both. However, while in 
Eamlon-Waters the court discussed California Eastern 
briefly with reference to its jurisdiction to review the final 
settlement question, no such discussion appears with regard 
to the termination issue. Instead, the opinion assumes 
jurisdiction and proceeds to dispose of it on the merits 
(— U. S. App. D. C. at —, 222 F. 2d at 802): 

One further point should be mentioned. The peti¬ 
tioner urges that in any event the unilateral order made 
by the representative of the United States, approved 
by the Tax Court, -was invalid because made after 
the one year limitation contained in § 403(c) (3) of the 
1943 Act, 58 Stat. 84, petitioner having agreed to no 
valid extension. As to this we disagree with petitioner 
and agree with the Tax Court, for the reasons given in 
its opinion. 20 T. C. 537. 12 

Thus, although this Court seems to have read the Su¬ 
preme Court’s opinion in California Eastern as authoriz¬ 
ing review of timeliness of renegotiation, the summary 
manner in which the issue was treated strongly suggests 
either that such a holding was not intended or that the issue 
was not completely canvassed. This seems particularly 
true in light of the fact that the result of such a holding 
would be to overrule Wunderlich , a case which not only was 
not directly involved in California Eastern but which in turn 
had overruled the Blanchard decision. 13 If, however, this 
Court does read California Eastern as opening to appellate 


12 The same view is suggested in the opinion issued by this Court 
(Prettvman, Washington and Danaher, JJ) on February 16, 1946, 
on the remand in California Eastern, where it is stated, “We make 
no comment on the date of commencement of proceedings in relation 
to the petitioner’s fiscal year” (slip opinion, p. 13). 

13 Hanlon-Waters, Inc. was orally argued sometime before the 
Supreme Court rendered its decision in California Eastern, and 
this Court issued its Hanlon-Waters opinion without hearing or 
requesting further argument on the jurisdictional issues. In Cali¬ 
fornia Eastern, the issue of timely commencement was not decided 
by the Tax Court and so was not before this Court for decision. 
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review the issue of timely commencement, the Government 
is entitled to invoke this review just as any private con¬ 
tractor. It is because of our uncertainty as to this Court’s 
reading of California Eastern that it was decided to file 
a petition for review in the instant case, leaving it to this 
Court definitely to resolve the question of the reviewability 
of the issue of timely commencement. 14 

C. Consideration For and Against Jurisdiction. 

As already noted, it seems to us that whether the issue 
of timely commencement of renegotiation is open to appel¬ 
late review turns on which portion of the California East¬ 
ern opinion is deemed controlling. These are, we believe, 
a number of considerations favoring each view. 

1. Among the considerations indicating that timeliness of 
commencement is not open to review is the fact that the 
issue was not specifically raised in the Supreme Court. 
As stated supra. p. 20, certiorari was not sought in Wunder¬ 
lich and the issue in California Eastern was not the review- 
ability of timeliness of commencement but rather that of 
contract renegotiability. 

Consistently with the limited issue raised, the Govern¬ 
ment’s petition and brief on the merits in California East¬ 
ern. both accepted this Court’s reiterated ruling that it 
had power to review Tax Court renegotiation decisions on 
constitutional and jurisdictional grounds and urged 
strongly that this Court’s opinion in that case was incon¬ 
sistent with this concept of the scope of review, as mani¬ 
fested in its prior decisions. As a matter of fact, a sub¬ 
stantial part of our brief on the merits was devoted to 
demonstrating that in prior decisions, this Court had re¬ 
viewed issues which were the same as, or closelv related 
to, question of contract renegotiabilitv there involved. And 
the remaining portions of our brief on the merits were di¬ 
rected to supporting this Court’s position that constitu- 

14 As noted supra, pp. 22-23, the Sixth Circuit in Ebco was not 
entirely convinced as to the impact of California Eastern. Tn this 
connection, it is interesting that while Hanlon-Waters was decided 
before Ebco, the Sixth Circuit does not refer to it. 
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tional and jurisdictional issues arising from Tax Court 
renegotiation decisions were open to appellate review. 
California Eastern’s brief similarly raised no question as to 
Wunderlich, and it urged a narrower rather than a broader 
scope of review than that heretofore followed by this 
Court. Since the Supreme Court usually passes only 
upon questions raised in the particular case before it for 
decision, these circumstances appear to afford consider¬ 
able support for reading California Eastern as adopting 
the scope of review set out in this Court’s prior opinions, 
including Wunderlich. 

Further indications of such an intention on the part of 
the Supreme Court seem to appear in the opinion itself. 
Thus, at one point, the opinion contrasts holdings of this 
Court on the issue of reviewability generally with those set 
out by the Court of Appeals for the Ninth Circuit in French 
v. War Contracts Price Adjustment Board, 182 F. 2d 560, 
which had held Tax Court determinations in renegotiation 
cases wholly free from appellate review. This would seem 
to permit an inference that the Supreme Court regarded the 
problem before it as that of resolving a conflict between the 
Ninth Circuit’s view and that of this Court. In such cir¬ 
cumstances there would be little occasion for the Supreme 
Court to hold the scope of review broader than that adopted 
by this Court. 

Finally, it is noteworthy that the language suggesting a 
broader review, already quoted supra, pp. 23-24, is immedi¬ 
ately preceded by (348 U. S. at 354): 

* * # Under this practice, [i. e., the review practice de¬ 
veloped in this Court] the particular order here is 
reviewable under § 1141 unless it is a determination 
of “the amount, if any, of excessive profits” within 
the meaning of §403(e)(1) of the Act. The Court of 
Appeals, relying on Macauley v. Waterman S. S. Co., 
327 U. S. 540, held that it was. On this point we dis¬ 
agree. 

This formulation by the Supreme Court of its disagreement 
with this Court’s ruling suggests that the Supreme Court 
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did not intend by reversing to depart from the review prac¬ 
tice that had grown up, but rather, merely to hold that 
under that review practice, the question of contract renego¬ 
tiability involved in California Eastern was open to appel¬ 
late review. 

2. The several considerations indicating that the Su¬ 
preme Court intended a scope of review broader than that 
followed by this Court are found principally in the Cali¬ 
fornia Eastern opinion itself. In addition to language 
already set out, supra, pp. 23-24, there are the following: 

First, while the opinion contrasts this Court’s review 
practice with the Ninth Circuit’s holding of no review, there 
was in fact no conflict as far as the situation before the 
Supreme Court was concerned, for under this Court’s hold¬ 
ing in California Eastern, there was no jurisdiction to re¬ 
view the issue of contract renegotiability and, of course, the 
same would be true under the Ninth Circuit’s holding of < 

total nonreviewability. 

Second, the opinion goes on to state that (348 U. S. at 
353): 

* * !* Never having passed on this jurisdictional ques¬ 
tion, we granted certiorari to decide it. * # * 

This formulation of the Supreme Court’s reason for grant¬ 
ing certiorari further indicates that the Court did not 
regard itself as being called upon to resolve a conflict, an 
indication which is buttressed by the circumstance that 
when the Supreme Court undertakes to resolve a conflict 
among the courts of appeals, normally it says so in so many 
words in stating the reason for granting certiorari. This 
phraseology also suggests the possibility that the reference 
to the holdings of this Court and of the Ninth Circuit was 
merely by way of background, and that the Supreme Court 
intended to pass on the issue independently of the positions 
previously adopted by the courts of appeals. 

Third, it may be significant that the Supreme Court’s 
formulation of this Court’s prior review practice is in terms 
of a “reconciliation of § 1141 with the Renegotiation Act.” 

There is no mention of the fact that this Court’s review 
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practice is formulated in terms of constitutional and juris¬ 
dictional questions. Instead, the Supreme Court states 
that “[UJnder this practice, the particular order is re- 
viewable under § 1141 unless it is a determination of 
‘the amount, if any, of excessive profits.’” This con¬ 
trast between this Court’s formulation of the review 
practice, and that of the Supreme Court, further sug¬ 
gests that while the Supreme Court agreed that § 1141 and 
the Renegotiation Act could be reconciled, it intended 
thereby not to adopt this Court’s reconciliation in all its 
details, but rather to provide its own reconciliation. This 
reading gathers support from the fact that in referring to 
this Court’s review practice, the Supreme Court cites by 
way of footnote only three of the some fifteen decisions of 
this Court, with none of the three being either Blanchard or 
Wunderlich. 

Fourth, although the Government had urged that this 
Court’s California Eastern decision was inconsistent with 
its prior review practice, the Supreme Court’s approach is 
entirely different. Not only did it refrain from going into 
the details of this Court’s prior holdings with a view of 
determining whether this Court had in fact departed from 
its prior position, but it considered the problem afresh 
within the confines of the standards which it itself enunci¬ 
ated, and on the basis of these standards, it concluded that 
the issue of contract renegotiability was open to appellate 
review. 

Finally, the Supreme Court’s rationale as to what is re- 
viewable differs markedly from that of this Court. As al¬ 
ready indicated this Court’s view that review’ extends to 
constitutional and jurisdictional questions is predicated on 
the theory, set out in V. S. Electrical Motors Inc. v. Jones, 
80 U. S. App. D. C. 329, 332, 153 F. 2d 134, 137 that: 

# * * It would, we think, require clear language to indi¬ 
cate that Congress intended that any tribunal should 
have unrevievrable authority to determine its own juris¬ 
diction. 

In contrast, the Supreme Court stressed the Tax Court’s 
“special familiarity with all kinds of business and account- 
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ing practices in regard to profits, losses, etc.” (348 U. S. at 
355) and indicated that issues not involving business and 
accounting practices are open to appellate review. These 
differences in rationale and approach strongly support a 
reading of California Eastern that the Supreme Court in¬ 
tended a scope of appellate review broader than that 
adopted by this Court. 

II 

The Tax Court Erred in Holding That Renegotiation of Re¬ 
spondent’s Excessive Profits for Fiscal 1944 Was Not Timely 

Commenced. 

Should the Court hold that it has jurisdiction to review 
determinations of the Tax Court as to timely commencement 
of renegotiation, then we believe that this Court should re¬ 
verse the Tax Court’s determination that renegotiation 
in this case had not been timely commenced. 

Under Section 403(c) (3) of the Renegotiation Act of 1943, 
infra, pp. 63-64, renegotiation proceedings must be com¬ 
menced not more than one year after the close of the fiscal 
year involved or more than one year after the filing of the 
Standard Form of Contractor’s Report, whichever is later, 
and must be completed within one year following commence¬ 
ment by an agreement or order determining the amount of 
excessive profits. Northwest urged in the Tax Court not only 
that renegotiation was not timely commenced but also that 
it was not timely terminated. The latter phase of this 
argument was predicated on the contention that renegotia¬ 
tion of Northwest’s fiscal year ended December 31, 1944 
ba^ been commenced on May 8, 1945 and consequently that 
while the commencement was timely, the termination by the 
entry of a unilateral order on April 30, 1947—more than 
one year later—was untimely. The rejection by the Tax 
Court of this contention advanced by Northwest makes it 
unnecessary at this time to consider the problems raised 
as to timely termination. Nor is there any problem as to 
timely termination involved under either of the dates on 
which the Government claims renegotiation was commenced, 
i. e., May 1,1946 or April 21,1947, for neither of these dates 
is more than one year prior to April 30,1947. Consequently, 
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the sole substantive issues presented on this appeal are 
whether the Government’s actions on either May 1, 1946 or 
April 21, 1947 were sufficient to commence renegotiation 
and, if so, whether such commencement was timely, i. e., 
within one year after the filing of Northwest’s Standard 
Form of Contractor’s Report. 

Since even under Northwest’s theory of the case, this 
Report was admittedly not filed until at least February 11, 
1946, the agency’s letter to Northwest of May 1, 1946, was 
mailed in ample time to commence renegotiation. We shall 
show, in Point A, infra, pp. 31-43, that despite an alleged 
technical defect, this letter complied in all substance with 
statutory requirements and in the circumstances of this 
case, therefore succeeded in timely commencing renegoti¬ 
ation. If, however, the Tax Court was correct in holding 
that this letter was formally defective, nevertheless we 
show in Point B, infra, pp. 43-54, that, particularly if a test 
of meticulous compliance is employed, Northwest failed 
within the meaning of the applicable law to file its Con¬ 
tractor’s Report until at least July 3, 1946, and therefore 
the agency letter of April 21, 1947, unassailable in form or 
substance, timely commenced renegotiation. In either event, 
of course, the order of April 30, 1947 timely completed the 
renegotiation proceedings, and in either event Northwest 
is therefore liable for the stipulated amount of excessive 
profits. 

A. Renegotiation Was Commenced by the Letter of May 1 , 
1946, Which Complied in All Substantial Respects with 
the Requirements of Statute and Regulation. 

Section 403(c) (1) of the Renegotiation Act of 1943, infra, 
p. 63, provides that whenever, in the opinion of the re¬ 
negotiating agency, excessive profits may have been accrued 
or received under Government contracts, the agency shall 
give to the contractor “reasonable notice of the time and 
place of a conference to be held with respect thereto. The 
mailing of such a notice by registered mail to the contractor 
or subcontractor shall constitute the commencement of the 
renegotiation proceeding.” Pursuant to this provision, 
Renegotiation Regulation 721, infra, pp. 67-68, set out a sug- 
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gested form for use as a “Notice of Commencement of Re¬ 
negotiation Proceeding/ ’ which advised the contractor of 
the office to which he had been assigned for renegotiation, 
set the place and date of a conference, and stated that this 
notice constituted commencement of the renegotiation pro¬ 
ceedings in conference with Section 403(c)(1) of the Act. 15 

The Government’s letter of May 1, 1946—mailed within 
a year of February 11, 1946, the earliest date on which 
Northwest’s Contractor’s Report might be deemed com¬ 
pleted and thus timely to commence renegotiation—com¬ 
plied in every substantial respect with the provisions of 
the statute and the regulation. This letter advised North¬ 
west (Exh. Q, J. A. 178): 

The War Contracts Price Adjustment Board has de¬ 
termined that renegotiation proceedings under the 
Renegotiation proceedings under the Renegotiation 
Act (Title VII of the Revenue Act of 1943) for your 
fiscal vear ended 31 December 1944 shall be conducted 
initially by this office. 

This notice, sent by registered mail, constitutes com¬ 
mencement of the renegotiation proceedings in con¬ 
formity with the provisions of subsection (c)(1) of the 
Renegotiation Act. 

We believe that, in the circumstances of this case, 
this letter was effective to commence renegotiation. 
As the Tax Court expressly recognized (J. A. 39), the 

15 The suggested form was as follows (see infra, pp. 67-68): 

Gentlemen: The War Contracts Price Adjustment Board 
has determined that renegotiation proceedings under the Re¬ 
negotiation Act (Title VII of the Revenue Act of 1943) for 
your fiscal year ended — shall be conducted initially by this 
office. 

A conference with you with respect to this matter is hereby 
set for — at —. If that time is not convenient, kindly advise 
us promptly in order that a continuance may be arranged. 

This notice, sent by registered mail, constitutes commence¬ 
ment of the renegotiation proceedings in conformity with the 
provisions of subsection (c) (1) of the Renegotiation Act. 

Very truly yours, 
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letter on its face leaves no doubt that its purpose was to 
commence renegotiation. Moreover, as required by Sec¬ 
tion 403(c)(1), the letter was sent by registered mail to 
ensure that Northwest was advised of the intent to 
commence renegotiation. In these circumstances, there 
plainly was no possibility that Northwest could have been 
confused as to the intent to commence renegotiation nor as 
to the date upon which renegotiation commenced, and in¬ 
deed nowhere in these proceedings has Northwest made any 
such claim. Inasmuch as the letter was sent bv registered 
mail and unequivocally advised that it constituted the com¬ 
mencement of renegotiation, the congressional intention 
“to eliminate, to the extent possible, uncertainty as to 
timely commencement and as to the beginning of the critical 
period for timely completion of a proceeding” (J. A. 55) 
was fully satisfied. 

Northwest urges, however, and the Tax Court agreed, 
that although the letter of Mav 1 1946 was sent bv regis- 
tered mail and left no doubt of an intention to commence 
renegotiation, it nevertheless was ineffective to commence 
renegotiation because it failed to set a time and place for a 
conference. We believe that this position unduly empha¬ 
sizes the literal language of Section 403(c)(1), and com¬ 
pletely ignores its purpose and intent. For when the pro¬ 
vision is viewed against the background of its purpose, it is 
clear, we submit, that a letter such as was here sent, fully 
achieves the purpose intended by Congress. This conclu¬ 
sion is buttressed by the fact that in view of the conferences 
between the parties both before and after May 1, 1946, the 
setting of a time and place for a conference in the letter of 
May 1,1946 would have been a needless act. 

As we have already noted, the record is bare of any evi¬ 
dence, or even of any claim, that Northwest was adversely 
affected or misled by the failure of this letter specifically to 
schedule a conference. 16 To the contrary, the record reveals 

16 Indeed, the record demonstrates that respondent’s argument 
on this point is no more than an afterthought, and in no way in¬ 
fluenced or affected the company’s operations or financial policies, 
for its letter of April 25, 1947 (Exh. TT, J.A. 213, see supra, p. 7) 
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that it would have been completely superfluous to schedule 
a conference in the registered letter of May 1, 1946. The 
renegotiating agency initially contacted Northwest with 
respect to its fiscal 1944 profits in November of 1944 
(J. A. 29), and for almost a year prior to the mailing of the 
registered letter of May 1, 1946, Griswold was in constant 
communication and frequent conference with the renego¬ 
tiating authorities concerning the fiscal 1944 profits of his 
interrelated holdings, particularly Northwest. Specifically, 
Northwest’s first Standard Form of Contractor’s Report 
for fiscal 1944 had been received by Chicago PAD on May 4, 
1945 (J. A. 29); a preliminary renegotiation conference for 
Northwest for 1944 was set by Chicago PAD in a letter of 
May 8,1945 (Exh. C, J. A. 158), and was held in Chicago on 
May 18,1945 (Exh. 3, J. A. 140); Northwest furnished addi¬ 
tional information with respect to its fiscal 1944 profits to 
Chicago PAD on June 12,1945 (Exh. D, J. A. 159), and the 
agency requested still more data concerning this period on 
September 18,1945 (Exh. F, J. A. 164), some of which was 
forwarded by Northwest on November 14, 1945 (Exh. I, 
J. A. 169). A further conference was held between repre¬ 
sentatives of Northwest and Chicago PAD in Minneapolis 
on November 27, 1945 (J. A. 70). On December 12, 
1945, the agency was informed by Bliss, Griswold’s 
former partner in Micromatic, that the figures submitted 
thus far in connection with Northwest’s 1944 profits were 
erroneous. Accordingly, a series of conferences followed 
during which Chicago PAD attempted to obtain data on 
which it could rely in deciding which Griswold companies 
were subject to renegotiation and in commencing renegoti¬ 
ation. (These conferences are discussed in detail in connec¬ 
tion with our point B, infra , pp. 43-59.) Thus, on January 3, 


challenging the agency’s authority to complete renegotiation, makes 
no reference whatever to any alleged defect in the letter of May 1, 
1946, relying solely on a claim that a preliminary letter of May 8, 
1945 (Exh. C, J.A. 158) had commenced renegotiation. It was 
only when litigation was commenced in the Tax Court that respond¬ 
ent advanced this alternative contention with respect to the letter 
of May 1, 1946. 
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1946 Griswold and one Baker, an employee of Northwest, 
met with representatives of Chicago PAD to discuss Micro- 
matic, another of Griswold’s companies, and Northwest 
(Exh. WW, J.A. 229 et seq.). Additional correspondence 
with respect to renegotiation data passed between Griswold 
and Chicago PAD on February 8, 1946 (Exh. M, J.A. 173), 
February 25, 1946 (Exh. N, J.A. 174), March 7, 1946 (Exh. 
0, J.A. 175), and March 14, 1946 (Exh. P, J.A. 176), and 
conferences were held on February 6, February 12 (J.A. 
70) and April 4, 1946 (Exh. VV, J.A. 216 et seq.). Finally, 
the registered letter of May 1,1946, as well as the other let¬ 
ter of the same date (Exh. R, J.A. 179; see supra , p. 6), 
grew from a conference held the day before, April 30, 1946, 
and Exhibit R makes explicit reference to a further confer¬ 
ence to be held “in Minneapolis this week.” 17 A subse¬ 
quent conference had therefore been pre-arranged prior to 
the mailing of the registered letter of May 1, 1946 and was 
in fact held on May 7, 1946, at the Northwest plant (Exh. 
4, J.A. 142). In these circumstances it seems clear that the 
agency’s letter of May 1, 1946 which otherwise followed 
precisely the form suggested by the regulation (See Regu¬ 
lation 721, infra , pp. 67-68) omitted the time and date of a 
conference as the result of a deliberate and reasonable de¬ 
termination that it would be superfluous to schedule a par¬ 
ticular conference when in fact the parties were in the 
midst of such elaborate negotiations and meetings. Cf. 
Harold F. Buck v. War Contracts Price Adjustment Board , 
10 T. C. 623, 630 (dissenting opinion). 18 


17 Exhibit R refers to a proposed stipulation extending time to 
complete renegotiation which Northwest declined to execute; since 
the Tax Court found that the letter of May 8, 1945 did not com¬ 
mence renegotiation, this rejected stipulation has no bearing on the 
issues here involved. 

18 In the Buck case, the question was whether renegotiation was 
commenced by a letter dated December 1, 1943 requesting that the 
contractor complete and file by December 20, 1943 the Standard 
Form of Contractor’s Report and stating that it (the letter) con¬ 
stituted commencement of renegotiation for the contractor’s fiscal 
year which apparently ended December 31, 1943. (There was noth¬ 
ing in the record as to further notices, dates of any conferences, or 
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The Tax Court, it is true, found that “there is little in the 
record to indicate what generally transpired at the ‘confer¬ 
ences 1 or what their significance may have been” (J.A. 57), 
and that there was “nothing in the record to support the 
view” that either of these so-called conferences [April 30, 
1946 and May 7, 1946] had any formal significance or was 

whether the contractor completed the Standard Form). A unilateral 
order determining that the contractor had received excessive profits 
in the amount of $18,950.61 was entered September 18, 1945. The 
contractor claimed that renegotiation was commenced on December 
1, 1943 under Section 403(c) (1) of the 1943 Renegotiation Act and 
consequently that the order of September 18, 1945 was issued too 
late. 

The Tax Court, however, rejected the contractor’s claim. It 
noted that although the 1943 Renegotiation Act was not enacted 
until February 23, 1944, the 1943 Act w-as retroactively applicable 
to fiscal years ended after June 30, 1943. The court pointed out 
that specific procedure for commencement and termination was pro¬ 
vided for fiscal years ended after that date (10 T. C. at 628): 

* 1 * * As to [the earlier] years, Congress did not establish 
any period of limitation on the time within which the Govern¬ 
ment must complete a renegotiation proceeding once com¬ 
menced. If it had intended, in such circumstances, that the 
request for data and information should likewise constitute the 
commencement of renegotiation for years ended after June 30, 
1943. for the purpose of starting the running of the newly estab¬ 
lished limitation on completion, it could easily have said so, or 
by reenacting existing provisions without change, given its 
approval to the current regulation. As it is, the specific legis¬ 
lation negatives such a thought. 

The four dissenting judges were of the view (10 T.C. at 630): 

* * * Congress must have known that it was not only 
possible, but probable, that renegotiation of some of those 
contractors had already commenced under the law as it existed 
prior to the amendment. It could easily have excluded such 
cases had it intended the limitation upon determination not to 
apply, absent a new notice sent by registered mail fixing a time 
and place for a conference. Obviously . the renegotiators would 
not send a new notice by registered mail firing a time mid place 
for a conference. That would be wholly unnecessary and rather 
ridiculous where renegotiation had already commenced and 
perhaps one or more conferences had already taken place. 
# * # [Emphasis supplied.] 
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intended to be in substitution for the conference with re¬ 
spect to which reasonable notice of time and place is re¬ 
quired by the provisions of section 403(c)(1).” (J.A. 57). 
But it is undeniable that these conferences dealt in some 
respect with the renegotiation of the various Griswold com¬ 
panies, including Northwest for 1944, and, we submit, in the 
circumstances that is all that is necessary. For the Tax 
Court overlooks the fact that under the statute it is not the 
conference, but the letter, which commences renegotiation. 
The statutory provision is framed, not in terms of a formal 
conference commencing renegotiation, but in terms of a 
formal registered letter clearly evidencing an intent to com¬ 
mence; and it is from the date of the mailing of the letter 
by registered mail rather than from the date of any con¬ 
ference that time for completion of renegotiation begins to 
run. “The Act explicitly provides that the mailing of such 
notice marks the beginning of the proceedings.” United 
States v. Wissahickon Tool Works , 200 F. 2d 936, 940 
(C.A. 2). See infra , pp. 41-42. If such a letter does refer 
to a conference, it can hardly be argued that its effect would 
be vitiated if the conference were later cancelled; 19 con- 

19 See Oregon Brass Works v. WCPAB, 16 T.C. 1145, where two 
letters were sent the contractor on May 31, 1945, the first setting a 
conference on August 31, 1945 and stating that it (the letter) con¬ 
stituted the commencement of renegotiation, and the second advis¬ 
ing that it “may not be necessary to hold the designated meeting. 
Unless you hear from us further, you may cancel the date of the 
meeting * * *” (16 T.C. at 1147). In rejecting the contractor’s 
claim that the second letter rendered the first a nullity, the Tax 
Court pointed out that (16 T.C. at 1150-1151): 

* * * between the dates of June 27, 1945, and July 18, 
1945, the parties were engaged in correspondence applying to 
the petitioner’s year 1943 which gives every indication that 
there was no doubt then that petitioner considered that renego¬ 
tiation proceedings were commenced for that year. Petitioner’s 
counsel, on July 14, 1945, wrote to the respondent’s delegatee 
stating that he would supply, in the latter part of that month, 
any further data required in connection with the case. Peti¬ 
tioner’s counsel advised the respondent’s delegatee that the 
date of August 4, 1945, was acceptable to him for a conference 
as to the years 1943 and 1944. It seems clear, from these 
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versely there is no reason to insist that to be effective the 
letter of commencement must incorporate reference to a 
conference when in fact the parties are in the midst of 
meetings and conferences and when there is no claim that 
the contractor was in any way injured or affected by the 
omission of such a reference. 

This conclusion is supported by both the background of 
the Renegotiation Act and the cases decided under it. There 
is no justification in its legislative history for applying to 
the broad emergency provisions of this Act the technical 
niceties applicable to a criminal indictment. It must be 
remembered that renegotiation was a “crash” program, 
an attempt in the midst of the vast activity and confusion 
of the war effort to curtail war profiteering and at the same 
time to provide war contractors with sufficient safeguards 
so that they would not be deprived of a fair return for their 
work. The first Renegotiation Act attempted to strike 
some kind of balance between these two aims, and the sub¬ 
sequent amendments were directed in large part toward a 
fairer allocation of responsibilities and obligations on the 
part of both the Government and the contractor. Thus, 
Congress recognized that the Government needed sufficient 
time in which to renegotiate the vast volume of war con¬ 
tracts £ach fiscal year, and at the same time realized that 
the contractor was entitled to some cut-off date so that he 
could close his books for any specified year. Accordingly, 
the limitation provisions for the commencement of renego¬ 
tiation were set up in the original Act, and when this re¬ 
sulted in a variety of interpretations by the agencies and 
confusion as to when renegotiation commenced (compare 
J. H. Sessions <£ Son v. Secretary of War, 6 T. C. 1236 with 


exchanges of communications, that the parties were negotiating 
before July 30. 1945, for a conference date convenient to the 
petitioner with respect to its fiscal year 1943. Since these 
matters all took place prior to July 30, 1945, it seems clear 
that the parties then understood that the conference with re¬ 
spect to the petitioner’s year 1943 would take place at some 
agreed date under the commencement letter of May 31, 1945. 
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Spray Colton Mills v. Secretary of War, 9 T. C. 824), 20 the 
provisions of Section 403(c)(1) were added in the 1943 Act 
to provide substantial certainty as to the precise date of 
commencement. See Harold F. Buck v. War Contracts 
Price Adjustment Board , 10 T. C. 623, 626-628; see also 
J.A. oo . 

And while, as Northwest sought to show in the Tax Court 
and undoubtedly will undertake to show in this Court, these 
provisions were added in the 1943 Act for the benefit of the 
contractor, the benefit intended was not to provide a loop¬ 
hole through which contractors could avoid their statutory 
obligation to refund excessive war profits, but rather to 
ensure that both the Government and the contractor knew 
with certainty when renegotiation had commenced for a 
given fiscal year. Contrary to Northwest’s contention, the 
requirement of the setting of a time and place for a confer¬ 
ence obviously was not an objective in and of itself. Rather, 
as already indicated, the objective was to provide certainty 
as to the commencement of renegotiation with the setting 
of a conference only a means of attaining this desired cer¬ 
tainty. It should be noted that as far as the literal language 
of the Act is concerned, there is no necessity that the notice 
sent pursuant thereto in any way advise that the conference 
thus set constituted commencement of renegotiation; that 
the setting of a conference had the effect of commencing 
renegotiation is clear only by reference to the provisions 
of the statute. The letter here, although it did not set a 
conference, in fact went beyond the literal requirements of 
the Act; it explicitly stated that it constituted commence¬ 
ment of renegotiation, thereby providing within its four- 
corners all the certainty as to commencement of renegoti¬ 
ation which Congress desired to achieve. 21 

20 As the Sessions and Spray cases, illustrate, the confusion 
stemmed from the difficulty of distinguishing between matters pre¬ 
liminary to renegotiation and the actual commencement of renego¬ 
tiation. 

21 It is interesting to observe that in Harney v. Land, 14 T. C. 666, 
where the notice sent to commence renegotiation for the contract¬ 
or’s fiscal year ended December 31, 1944, not only set a conference 
but, as here, stated that the ‘'notice * * * constitutes commence- 
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In these circumstances, the Tax Court plainly erred in 
insisting upon compliance with the literal language of Sec¬ 
tion 403(c)(1) without regard to the absurd result reached 
by its holding, i. e., that even though the May 1, 1946 letter 
was in fact effective to fix with absolute certainty the date 
on which renegotiation commenced, nevertheless the omis¬ 
sion of the setting of a conference made it legally inopera¬ 
tive to commence renegotiation. As stated in United States 
v. American Trucking Ass ’ns, 310 U. S. 534, 543-4: 

*■ * * Often these words are sufficient in and of them¬ 
selves to determine the purpose of the legislation. In 
such cases we have followed their plain meaning. When 
that meaning has led to absurd or futile results, how¬ 
ever, this Court has looked beyond the words to the 
purpose of the act. Frequently, however, even when 
the plain meaning did not produce absurd results but 
merely an unreasonable one “plainly at variance with 
the policy of the legislation as a whole” this Court has 
followed that purpose, rather than the literal words. 
When aid to construction of the meaning of words, as 
used in the statute, is available, there certainly can be 
no “rule of law” which forbids its use, however clear 


ment of the renegotiation proceedings * * *” (14 T.C. at 674), the 
Court’s opinion in holding that renegotiation was commenced by 
this notice, stressed not the setting of the conference but rather 
that (14 T.C. at 678): 

* * # On May 12, 1945, the Maritime Commission Price 
Adjustment Board, the delegatee of War Contracts Price Ad¬ 
justment Board, sent a registered letter to Spar which con¬ 
tained the statement ‘‘this notice, sent by registered mail, con¬ 
stitutes commencement of renegotiation proceedings in conform¬ 
ity with the provisions of subsection (c) (1) of the Renegotia¬ 
tion Act.” It is thus apparent that the renegotiation proceedings 
herein involved were timely commenced for the fiscal year 
ended December 31, 1943, and that issue 1 should, therefore, 
be decided in favor of respondents. 
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the words may appear on *‘superficial examination.” 

• * • 22 

Instead of insisting upon literal compliance without refer¬ 
ence to whether the result conformed to the intent of Con¬ 
gress, the Tax Court should have heeded the admonition of 
Mr. Justice Holmes that “it is not an adequate discharge of 
duty for courts to say: We see what you are driving at, 
but you have not said it, and therefore we shall go on as 
before”. Johnson v. United States , 163 Fed. 30, 32 (C.A. 1); 
see also Cabell v. Markham, 148 F. 2d 737, 739 (C. A. 2) and 
cases there cited, affirmed, 326 U. S. 404, 409. Where, as 
here, the statutory intent has been fully complied with, and 
where despite an alleged technical failure there is no claim 
that the contractor was injured thereby, the fundamental 
principles of renegotiation legislation, as well as basic rules 
of statutory interpretation generally, require that the con¬ 
tractor be denied such a transparent pretext for avoiding 
his clear obligations. 

The Court of Appeals for the Second Circuit so held in 
United States v. Wissahickon Tool Works , 200 F. 2d 936, 
affirming 99 F. Supp. 331 (S. D. N. Y.). The contractors in 
that case were advised by registered letters that (99 
F. Supp. 333): 

* * * The War Contracts Price Adjustments Board has 
determined that renegotiation proceedings under the 
Renegotiation Act * * * for your fiscal year ended 

22 As the Tax Court itself stated in Hunter Mfg. Corp. v. C I R, 
21 T.C. 424 at 429: 

* # * The general rule is that the strict letter of the act must 
yield to its evident spirit and purpose when this is necessary 
to give effect to the intent of Congress, and that unjust and 
absurd consequences arc, if possible, to be avoided. Fleischmann 
Co. v. United States, 270 U.S. 349, 360. 

To apply the strict letter of the statute as contended for by 
the petitioner would, under the facts disclosed by this record, 
lead to an unjust and unreasonable result that could not have 
been intended by Congress. The impartial mind rebels against 
the notion that Congress intended to permit such a facile and 
obvious opportunity to avoid or escape taxation. 
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December 31, 1943 shall be conducted initially by this 
office. A conference with you with respect to this mat¬ 
ter is hereby set for July 17, 9:30 A. M., at this office 
* * This notice, sent by registered mail, constitutes 
commencement of the renegotiation proceedings in 
conformity with the provisions of subsection (c)(1) of 
the Renegotiation Act. 

The contractors contended, as does Northwest here, that 
because of a technical defect these letters failed to consti¬ 
tute the required statutory notice; specifically, they claimed 
that the letters referred to the fiscal year ended December 
31, 1943, when in fact their fiscal year ended on July 31, 
1943. While the court stated that “the statute is explicit 
and sets forth the only manner by which the statutory re- 
negotiation proceeding may be commenced;” (99 F. Supp. 
333), the court nevertheless rejected the contractor’s argu¬ 
ment that the notice was defective {ibid.): 

* * * This is little more than a quibble. Defendants 
do not suggest that they were misled by the error. In 
fact, they participated in the proceedings, and, so far 
as appears, without protest. While the giving of a 
proper notice is a statutory prerequisite to the institu¬ 
tion of renegotiation proceedings, I hold that, under 
the circumstances here, this letter was a sufficient 
notice. 

The Second Circuit expressly affirmed this holding, point¬ 
ing out that the contractors were timely sent “registered 
letters by an authorized delegate of the War Contracts 
Price Adjustment Board announcing commencement of 
renegotiation proceedings. The Act explicitly provides 
that the mailing of such notice marks the beginning of the 
proceedings.” 200 F. 2d at 940. Accordingly, said the 
Court, there was no merit in the contention that because of 
a technical error in the letters, renegotiation was never 
properly begun or was started at some other time: “De¬ 
fendants have not shown, nor do they seriously contend, 
that this error in any way misled them.” Ibid. 
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Here, too, there is no showing, or even any contention, 
that the alleged defect in any misled Northwest. The 
record is clear that Northwest was deprived of no substan¬ 
tial right to be advised that renegotiation -was commenced, 
to participate in conferences, to submit data and be heard, 
and to have a timely final order issued. Nor is there any 
hint of undue delay on the part of the renegotiating au¬ 
thorities; the record demonstrates that even before the 
end of Northwest’s 1944 fiscal year, the Government at¬ 
tempted to obtain renegotiation data, and in the face of 
the difficulties connected with the Contractor’s Report, 
discussed infra, pp 43-59, continued diligently to do so 
throughout the entire period preceding the issuance of the 
final order. AVe submit, therefore, that the Tax Court 
erred in failing to give effect to the purpose, as well as 
the language, of Section 403(c)(1) of the Act, and that 
when read in light of the clear purpose, the letter of May 1, 
1946 was fully effective to commence renegotiation. Since 
renegotiation was thus timely commenced and was timely 
terminated by the order of April 30, 1947, the Tax Court’s 
determination should be reversed and judgment entered 
for the Government for $180,275.52, the amount stipulated 
by the parties as Northwest’s excessive profits for its fiscal 
year ended December 31, 1944. 

B. Northwest Failed to File Its Complete Contractor’s 
Report Until at Least July 3, 1946, and Renegotia¬ 
tion Was Therefore Timely Commenced hy the 
Agency’s Letter of April 21, 1947. 23 

The Tax Court further erred in rejecting the Govern¬ 
ment’s contention that even if the letter of May 1, 1946 
was ineffective to commence renegotiation, Northwest did 
not in any event file its Standard Form of Contractor’s 
Report •within the meaning of the Act until at least July 3, 
1946, and accordingly, that the letter of April 21,1947 (Exh. 

23 As previously noted, supra, p. 31, it is unnecessary for this 
Court to consider this further error, should the Court agree that 
the letter of May 1, 1946 was effective to commence renegotiation. 
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RR, J.A. 212), 24 mailed within one year of that date, 
constituted timely commencement. We believe that the Tax 
Court erred in so holding, particularly if meticulous com¬ 
pliance with the statute is to be required. 

Section 403(c)(5) of the Act {infra, p. 64) requires 
that the contractor “shall, in such form and detail as the 
Board may by regulations prescribe, file with the Board 
* * * a financial statement setting forth such information 
as the Board may by regulations prescribe as necessary to 
carry out this section.” In accordance with the require¬ 
ments of this Section, the Board in Renegotiation Regula¬ 
tion 222.1 {infra, pp. 66-67) prescribed the “Standard 
Form of Contractor’s Report” as the form of mandatory 
financial statement to be filed bv contractors. This Form 
includes a certification bv the contractor that the informa- 
tion furnished therein is “true and correct” to the best of 
his knowledge and belief (Exh. B, J.A. 152). The Tax 
Court found that Northwest originally filed its Standard 
Form of Contractor’s Report on May 4, 1945 (J.A. 29), 
and that information omitted in the original Report was re¬ 
quested by Chicago PAD on September 18, 1945 and sup¬ 
plied by Northwest on November 14, 1945 and February 
11, 1946 (J.A. 31). 

The Government believes, however, that even though 
Northwest did supply this data by February 11,1946, never¬ 
theless the Report could not be considered completely filed 
by that date because by that time, Griswold, Northwest’s 
president, had effectively revoked his certification of the 
Report, and did not reaffirm his belief in the accuracy of 
this information at least until July 3, 1946. Accordingly, 
we maintain that the time to renegotiate Northwest for 
its fiscal year ended December 31, 1944 did not begin to 
run until July 3, 1946, and that the letter of April 21, 1947, 
mailed within a year from July 3, 1946, was timely to 
commence renegotiation. 


24 Since the April 21, 1947 letter set a conference and was sent by 
registered mail there can be no doubt that it complied fully with the 
literal requirements of Section 403(c) (1). 
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The doubts as to the accuracy of the figures submitted 
by Northwest in its Contractor’s Report were initially 
raised by J. J. Bliss, who until May of 1945 was an equal 
partner with Griswold in one of the several related Gris¬ 
wold holdings, Micromatic Metal Products Company 
(Stipulation, J.A. 65), which in 1944 had made sales 
to Northwest of more than $182,000 (J.A. 29). Bliss 
had been an employee of Northwest until Micromatic was 
created to take over some of Northwest’s war contract 
business (Exh. XX, J.A. 240 et seq.), as a representative of 
Northwest had attended the preliminary conference be¬ 
tween Northwest and Chicago PAD on May 18, 1945 
(Stipulation, J.A. 70; Exli. 3, J.A. 140), and had 
had considerable written and oral contact with Chicago 
PAD as the representative of Northwest in connection 
with the renegotiation proceedings (Exh. D, J.A. 159; 
Exh. G, J.A. 167). 

On December 12, 1945, the Chief of Chicago PAD and 
several of his associates conferred in Minneapolis with 
Bliss and his attorney (J.A. 240). The transcript of 
this conference (Exh. XX, J.A. 240 et seq.) discloses the 
close connection between Micromatic and Northwest, the in¬ 
terchange of work and equipment, and the complicated sys¬ 
tem of inter-company charges for scrap, parts and services. 
Although this meeting was primarily held to discuss the 
status of Micromatic, it became evident that the financial 
affairs of that company and Northwest were closely inter¬ 
twined and that in many instances Gris'wold had been in¬ 
discriminate in his allocations of charges and receipts of 
the two companies. (See excerpts from Exhibit XX, J.A. 
240 et seq.). Bliss indicated at this conference that he had 
had serious disagreements with Griswold over Micromatic, 
and had left the company and instituted a suit against 
Griswold for an accounting. He claimed that as a result of 
improper billing in inter-company transactions, the rene¬ 
gotiation figures submitted by Northwest for fiscal 1944 
were inaccurate (Exh. XX, J.A. 245): 

Mr. Bliss: * • • Northwest’s statement and picture 
as of 1944 is incorrect. I know that a good deal of 
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production of Northwest is not reflected in the records. 
At least on parts Northwest manufactured for others 
that will not be reflected in your sales. 

Similar statements at this conference (see excerpts printed 
at J.A. 240 et seq.) explained in some detail the views of 
Bliss and his attorney as to the inaccuracies resulting from 
* ‘inter-company transactions which were padded” (J.A. 
241), and led to the following colloquy among the Chicago 
PAD representatives (J.A. 243): 

Major Sims : Where does that leave us as far as what 
we can do? 

Mr. Browing: We definitely don’t want to complete 
the case until we have substantiation of the audit. 

Mr. Ross: This angle of the company’s affairs has 
held this case in my files uncompleted for eight months. 
I have dealt entirely with Mr. Griswold and Mr. Bliss 
formerly. But all the representations have been 
Griswold’s representations throughout these last few 
months of it and I have asked him for an outline in 
writing in relation to all of these companies. 

Mr. Browning: What has he given us on Micromatic? 

Mr. Ross: As a result of the letter coming, which was 
still more confusing, Milt and I talked it over and finally 
went up about two weeks ago and that was the meeting 
which we held with Griswold. 

Lt. Lttbin : The information now seems to be wholly 
inadequate. 

Mr. Ross: Yes, wholly inadequate. 

Mr. Browning: We didn’t know anything about these 
other companies that Mr. Bliss mentioned here did 
we? And they were all operating companies? 

Lt. Lubin: Yes, we have a letter signed by Mr. 
Griswold reporting some of these manipulations. 

• • • • • 

Mr. Ewing : One of the difficulties we are going to be 
faced with which maybe the Government will not 
be faced with is to get the records in one place to get 
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comparisons of one company to another—that is 
what is going to show it up. 

Mr. Browning: We are not prepared to make a 
detailed examination to that extent. We have to rely 
on information furnished us by the contractor. What 
puzzles me is, as you say, these are reliable accountants 
who prepared this report but whether or not any 
irregularity is a matter of simply shifting sales and 
profits between companies—as far as we are concerned 
it can be picked up in Micromatic or Northwest. 

Lt. Lubin: To a certain extent vour normal routine 
audit won’t catch a great many of those things, there 
were probably sales made and never recorded. 

Mr. Browing: Wouldn’t a falsification of books be 
noticed? 

Lt. Lubin: In a good audit a falsification would be 
caught up. 

+ * V • • 

Thus by December 12,1945, the renegotiators were under 
the impression that the information submitted by Griswold 
“in relation to all these companies” ( i.e ., all of the Griswold 
holdings,, including Northwest) was “wholly inadequate.” 
(J.A. 243.) Chicago PAD therefore contacted Griswold, 
and asked him to clarify the status of the information 
contained in the Contractor’s Report. A conference was 
held between Griswold and the Chicago PAD personnel 
on January 3,1946 (Exh. WW, J.A. 229 et seq.)r’ Griswold 
there explained in some detail the complex intercompany 
transactions between Northwest and Micromatic and al¬ 
though he disagreed entirely with Bliss’ conclusions that 
Northwest had taken advantage of Micromatic, he likewise 
indicated that the 1944 figures thus far submitted for North¬ 
west were inaccurate, stating (J.A. 223): “I think we will 
show that Micromatic owes Northwest money.” Griswold 
discussed the close interrelation of his complex holdings 
and particularly the intimate connection between Micro- 

25 While this purpose of the meeting was primarily in regard to 
Micromatic, Griswold’s various other companies, including North¬ 
west, were discussed at length (see JA. 230 et seq.). 
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matic and Northwest (J.A. 232-233). He indicated that in 
many instances he had treated the companies as practically 
interchangeable, particularly with respect to bookkeeping 
entries, and that there was often no attempt made to ap¬ 
portion charges or costs realistically (J.A. 232-233).'-° With 


- 6 Major Sims: How much inter-company business was it? 

Mr. Griswold: Mr. Baker can give you that information. As 
I recall, it was $184,000—even before the fire. 

Mr. Baker: I don’t have any work papers here. As I recall, 
the first three months Micromatic did nothing but Northwest 
work. 

Mr. Griswold: Up to January 1, Northwest paid Micro¬ 
matic $184,000. 

Lt. Lubix: Up to January 1, Micromatic was paid $132,000 
and machines for Northwest amounted to $183,000. 

Mr. Griswold: Bliss didn’t have any idea of it. 

Lt. Lubix: By that audit, you will find they were sub-con¬ 
tracting for it. Northwest was billing that work for Micro¬ 
matic. 

Capt. Shaw: When they worked for each other, they billed 
just for the direct labor, is that right? 

Mr. Baker: Micromatic furnished their own materials or 
Northwest furnished their own materials, back and forth, and if 
I recall it was just for direct labor. 

Mr. Griswold: That’s right. 

Capt. Shaw: That was the actual direct labor costs? 

Mr. Griswold: It was about 10%. It wasn’t fair. He got 
the break of it. Especially after the fire. 

Capt. Shaw: Micromatic billed Northwest on the same ba¬ 
sis? 

Mr. Griswold: That’s right, on every job record. We have 
records on every job that was done and all that information, 
but Micromatic, to start with, didn’t even have a payroll check. 
Still, they had men get the building ready. Northwest did 
it because it helped Northwest to the extent of getting parts 
out they had contracted for. But they more than paid for 
everything they did. That is why, as I say, before this thing is 
settled Bliss may find instead of having $45,000 coming, he 
hasn’t. For example, when he got the statement on this, there 
was over $25,000 worth of brass we figured they still owe. 
That is on one of the terminations—and things like that. When 
it is all washed up, we will have a complete audit of all of it. 
I paid my end of the tax, so it doesn’t make any difference. 
There isn’t anything we are glad to give you any information 
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respect to the method of clarifying these inaccuracies, it 
was agreed that the matter should await the outcome of an 
audit of all of the Griswold companies (J.A. 237-238): 

Capt. Shaw: Mr. Griswold said there were a lot of 
services performed by Northwest for Micromatic for 
which no charge was made. Now, on the other hand I 
have heard the statement made that there were a lot 
of services that were performed by Micromatic for 
Northwest which they hadn’t been adequately com¬ 
pensated for. 

Mr. Browning: We’d like to file the audit for that. 

Mr. Griswold: We will get that when we get the com¬ 
pleted audit for all the companies. 

Major Sims : That is the new audit ? 

Mr. Griswold: We are going to spend $25,000 on 
just auditing. 

Major Sims: When will it be completed? 

Mr. Griswold: May 1. To show you the truth in it, 
Northwest won’t have to pay any taxes next year. So, 
all the unfairness was done to Northwest. Northwest 
was the one that got the licking. 

Major Sims: Is Mr. Baker’s firm doing the auditing? 

Mr. Griswold: Yes. 


on. You are welcome to have all of it. It isn’t a case, I will 
say this that penny-ante items were not kept track of. In other 
words, we had seven trucks and now I come and find after going 
into that thing that all Micromatic was charged was $200 a 
month for trucking and everything had to be trucked. That is 
all they paid for all the trucking. That won’t pay one truck- 
driver’s salary. Then I find out that some of the scrap was 
given credit to Northwest, where it should have gone to Micro¬ 
matic and vice-versa. The scrap fellows that pick it up—you 
couldn’t get them to keep it separate. It is all in the same 
name. I felt that the Federal Government or anybody else 
won’t care about it because they would take them all in the 
same tax bracket. 

Capt. Shaw: Do you think every cent that Northwest spent 
for Micromatic is substantiated? 

Mr. Griswold: I think we will show that Micromatic owes 
Northwest money. We found $138,000 worth of payroll there 
that they got plus 10%. * * * (JA. 232-233.) 
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Major Sms: I don’t know if we shouldn’t wait until 
we get the audit if there is going to be amended tax 
return filed. 

Mr. Griswold: I haven’t paid any taxes on this state¬ 
ment here. And, I am hoping by the time we get the 
audit made we will get a refund, because I don’t think 
they are fair. 

Major Sms: If we are going to file amended tax 
returns and make adjustments to 1944 figures, there is 
a question as to whether we shouldn’t get an extension 
on renegotiation and wait until those filings are made. 

Lt. Cahill: I understand part of Bliss’ contention is 
that Micromatic should have more come down from 
Northwest and that no doubt is to be decided by the 
Courts. 

Mr. Griswold : That will be decided by audit, because 
Northwest will not make any money this last year. 

Mr. Baker : The Court will decide whether the part¬ 
nership continued. 

Mr. Griswold: Whether Northwest undercharged or 
overcharged—the only way we can determine is by an 
audit. As far as the actual outcome is concerned, 
Northwest will run without any profit. So, if they 
gyp anybody else they should have some money. 

Thus there were serious questions as to the accuracy of 
the accounting for the transactions between Northwest 
and Micro for 3944 which rendered the figures submitted 
with respect to Northwest of doubtful validity, and 
Chicago PAD had no data on which iti could rely in com¬ 
mencing renegotiation. These statements of Griswold leave 
no question but that the agency’s doubts were well taken. 
Although these questions were initially raised by Bliss in 
connection with Micromatic, the conference with Griswold 
on January 3,1946, demonstrated that, at least with respect 
to the preliminary figures necessary to commence renegotia¬ 
tion, no true picture of Northwest for 1944 could be obtained 
until the doubts concerning its relationship with Micromatic 
during that period were clarified. Griswold freely admitted 
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that he could not supply the necessary information until 
an audit “for all the companies” was completed: he stated 
that this audit, prepared for him by accountants at a 
cost of $25,000, would be ready May 1, 1946. 

We believe that Griswold’s statements confirming the in¬ 
accuracy of the data already submitted in connection with 
the Contractor’s Report relieved the renegotiating agency 
of any responsibility to commence renegotiation proceedings 
until these doubts were resolved. As noted above (supra, 
p. 44), the statute provides that the contractor “shall, 
in such form and detail as the Board may by regulations 
prescribe” file a financial statement “setting forth such 
information as the Board may by regulations prescribe as 
necessary to carry out this section.” To ensure that ac¬ 
curate information was provided, the Board properly pre¬ 
scribed that the Standard Form of Contractor’s Report, re¬ 
quired by Regulation 222-1 (infra, p. 66), include a certifica¬ 
tion of its correctness. The Contractor’s Report initially 
filed by Griswold therefore concluded with the following 
affirmation (Exh. B, J.A. 149): 

I, the undersigned, President and Treasurer of 
Northwest Automatic Products Corporation, certify 
that the representation and supporting data hereby 
submitted are true and correct and in accordance with 
instructions furnished with this form, to the best of 
my knowledge and belief, subject to such qualifications 
as are specifically set forth. 

(Signed) F. W. Griswold. 

This Form is of course incomplete in the absence of such 
a certification; the renegotiating agency would have no 
obligation to proceed on the basis of an unverified Report. 
Although Griswold signed such a certification in May 1945, 
he effectively revoked his affirmation before the earliest 
date when, even under the Tax Court’s view, the Report 
could possibly be considered as fully filed—February 11, 
1946. In the course of his conference of January 3, 1946 
with Chicago PAD, Griswold admitted there were dis¬ 
crepancies in the figures which he had previously submit- 
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ted, and plainly indicated that he no longer believed that 
this data was “true and correct.” He promised that these 
discrepancies would he resolved by the submission of ac¬ 
curate data after completion of audits then underway. It 
must be remembered that at the time Griswold made these 
statements, the Contractor’s Report for Northwest’s 1944 
fiscal year had not, even under the Tax Court’s theory, 
been completely filed; significantly, the portion of the Re¬ 
port not yet completed by Northwest dealt with affiliated 
companies and the question of consolidation of operations 
for the purpose of renegotiation on an over-all basis. (J.A. 
30-31.) It was while the Contractor’s Report was thus 
still open, still incomplete, that Griswold admitted he could 
not explain alleged inaccuracies in the data already filed 
and agreed to supply more occurate information. Up to 
this point the agency had concededly never been given a 
complete Report such as would compel it to commence re¬ 
negotiation; and Griswold’s statements, we submit, could 
have no other effect than to delay the completion of the 
Report until the admitted ambiguities had been resolved 
by the promised new data. 

The audits referred to in the conference of January 3, 
1946 were submitted on February 11, 1946 (Exh. M, J.A. 
173), 27 but an examination of these audits apparently 
revealed that the questions with respect to the accuracy 
of the figures had not been answered, and, after preliminary 
meetings on February 6, and February 12, 1946 (Stipula¬ 
tion, J.A. 70), a further conference was held on April 
4, 1946 (Exh. W, J.A. 216). At that meeting it de¬ 
veloped that there still was considerable confusion as to 
the allocation of large sums between Micromatic and 
Northwest. Therefore Browning suggested and Griswold 
agreed, that a complete audit be made by independent audi- 


27 As Exhibit M indicates, Griswold submitted these audits at 
the same time that he supplied the material which he had originally 
omitted completely from the Contractor’s Report for Northwest’s 
1944 fiscal year (see fn. 7, supra, p. 5) and which the agency had 
requested from him by letter of September 18, 1945. 
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tors chosen by Griswold and that the audit include North¬ 
west’s 1944 fiscal year. (Exh. W, J.A. 222, et seq.) 28 

Relying on Griswold’s promise to provide new figures 
or otherwise explain the apparent discrepancies, the agency 
in effect suspended renegotiation proceedings until that 


28 Following are pertinent excerpts from this conference (Exh. 

W, J.A. 222-228): 

Mr. Browning: Would you have an audit made—and it 
seems to me to take in all your companies. 

Mr. Griswold: You already have all of them. 

Mr. Browning: That is simply on the basis of the balance 
sheet we want an audit to find the production, sales and in¬ 
ventory. 

Mr. Griswold: Sure. 

Mr. Browning: Fine. Do you have any suggestions on 
some auditing firm to do it? 

Mr. Griswold: You can have anybody you want. All I 
want is you to be fair. 

Mr. Browning: We are. 

Mr. Griswold: Let our men explain any entries that are in 
the books. That’s all I ask. I haven’t found two auditors 
yet who agree on how things should be put in the books. I 
don’t understand books, but I do know that nobody has got a 
dollar out of it except when I sign a check. I’d like to see you 
go into business and do that. It’s a joke. 

Mr. Browning: Mr. Bliss has some auditors—I don’t know 
who they are. We don’t have any auditing staff here to do this. 
We have just got this thing, and we want it explained. You can 
probably explain the whole thing to everybody satisfactorily. 
Would you mind contacting Chicago firms who -would have 
branch offices up there? Whatever they come up with -we will 
accept without question. 

Mr. Griswold: You mean for us to employ a Chicago firm? 

Mr. Browning: Somebody who would be completely satis¬ 
factory. 


# * * * * 

Mr. Browning: That’s right. These services that were per¬ 
formed by Northwest or whoever it was— 

Mr. Griswold: That will all come out in the case. All the 
companies put together didn’t make $400,000. 

Mr. Browning: We are not saying that they did. We are 
trying to find an explanation to tie into this. 
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data was supplied. Thus the renegotiators, under some 
apprehension that renegotiation for Northwest’s 1944 
fiscal year may have already been commenced, explicitly 
requested Griswold at the conference of April 4, 1946 for 


Mr. Griswold: I can’t give it to you, but I have men who 
have the records that can. 


* * * * * 

Mr. Browning: Now, is this agreeable, since Micromatic 
came into existence—to have the audit on the complete ’44 
year on Northwest and then the audit on Micromatic for the 
period of its inception up to April 30th, and then on Micro¬ 
matic for the period after April 30th up to the close of the year 
or do you have any war business after the cut-off—V-J Day? 
In Micromatic. 

Mr. Griswold: There are two contracts that aren’t com¬ 
pletely finished. We had a contract of two hundred some 
thousand dollars cut to ten or twelve, but Micromatic has no 
payroll; that work is being done by Northwest. 


Mr. Browning: We will start the audit for January 1944, 
take the companies for the 1944 year and then Micromatic 
for the 1944 year and also 1945. That will be a considerable 
auditing job. 

Mr. Griswold: We will pay for it. 

* * # * ♦ 

Mr. Browning: We will limit the audit to Northwest, Mi¬ 
cromatic and Griswold Signal—also Screw Machine Products. 

# # # * • 

Mr. Griswold: That sounds sensible, but the rest sounds like 
we were not intelligent people sitting in the room here. We 
ought to go back to kindergarten, if that is the deal. It is like 
asking to take my shoes off to see if I have chips in there. 

Mr. Browning: I have no doubt the audit will be the quick¬ 
est and simplest way for all of us. We don’t want to dig into 
details. 

Mr. Griswold: Anything that was billed, we got paid for 
and the money went into the bank. Nobody got it out until I 
signed the check. That’s all I’ve ever known. If we have 
somebody up there that can get away with $400,000 of ma¬ 
terial I would like to know about it. 
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an extension of time for completion of the proceedings of 
both Northwest and Micromatic until the new audits were 
completed (Exh. W, J.A. 228). 29 Subsequent to the 


Mr. Cahill: That is what the information shows now. All 
we ask is for an explanation. 


Mr. Griswold: Do you mean to tell me that according to 
our production records and our invoices they agree—yet they 
are $400,000 off? 

Mr. Cahill: No, your production records are in excess of 
your sales. 

Mr. Griswold: I can understand that. 

Mr. Cahill: By some $400,000. 

Mr. Griswold: All I’m interested in is what our invoices 
show. You can take a man that will run 500,000 pieces of scrap 
and hide it to get rid of it. You run into all kinds of fellows 
like that. 

Mr. Sims: We are in agreement that we will have an outside 
firm of auditors to do this work and turn over these problems, if 
we have to. 

Mr. Browning: That’s right. 

Mr. Griswold: Let me make this suggestion. Why not let 
your man Cahill—or whoever—or Lubin show them what to 
look for so they can find it. 

Mr. Browning: That is a good suggestion. We will turn 
over everything we have on the questions we want answered— 
we will turn everything over to them. 

Mr. Griswold: They can spend some time on finding this and 
the rest of it. 

* * # * • 

29 Mr. Sims: There is one other thing too. I don’t know how 
long it is going to take. I think we should arrange for an ex¬ 
tension of time on this according to how long this is going to 
take. 

Mr. Browning: When is our first meeting on Micromatic— 
do you know? 

Mr. Lubin: I was thinking particularly of Northwest. 

Mr. Browning: 1944? 

Mr. Griswold: I don’t need to be in the picture at all. Let 
my lawyer put in a bill too. 

Mr. Cahill: 4 May 1945—the Standard Form was filed on 
Northwest. 
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conference the Chicago Board sent its Mr. Cahill to Min¬ 
neapolis for the meeting on May 7,1946 with the accountant 
and Griswold (Stipulation, para. Ill, J.A. 70; Exh. 4, J.A. 
142); and, having been notified that Peat, Marwick & Mitch¬ 
ell were the accountants chosen by Griswold to conduct the 
audit, Chicago PAD forwarded a substantial amount of in¬ 
formation to these accountants (Exh. T, V, X, Y, A A, BB, 
CC, DD, J.A. 183,185,1S7,188, 190-195). Chicago PAD also 
prepared and forwarded to Griswold the written statement 
which he had requested at the conference of April 4, 1946 
(Exh. W, J.A. 223) to the effect that no information de¬ 
veloped in the course of the audit would be made available 
to Bliss except concerning Micromatic, in which Bliss 
had an interest (Exh. SS, J.A. 212). 

By June 24, 1946, Chicago PAD was still awaiting the 
results of the audit before commencing renegotiation, and 
wrote to Griswold on that date inquiring as to the progress 
made on the audit (Exh. CC, J.A. 193). 30 Not until 
receipt of Griswold’s letter of July 3, 1946 (Exh. II, J.A. 


Mr. Sims: On Northwest and Micromatic, those are the only 
ones that are really started—up to the end of this year. 

Mr. Browning: To the end of the year. You see, we have 
to complete renegotiation for this year. 

Mr. Griswold: Our attorney is handling the biggest case you 
have, where they refund some $7,000,000. He is handling our’s 
too. 

Mr. Browning: What we would like is an extension of time. 

Mr. Griswold: He is back from Europe and I think I’ll turn 
over the factors to him and tell him to handle it. I don’t want 
to bother about it. Let him do anything you want and handle 
the works with it. I have done all my work for nothing so far. 

The apprehension that renegotiation had already been commenced 
was not without foundation. Northwest relied heavily on the 
preliminary agency letter of May 8, 1945 in attempting to avoid 
renegotiation liability on the ground of failure of the agency timely 
to complete the proceedings. As we have pointed out, however 
(supra, p. 8) the Tax Court properly rejected the contention 
that the letter commenced renegotiation; hence it is immaterial that 
Griswold never executed the extensions. 

30 This letter, addressed to Griswold at Griswold Signal Company 
read in part (Exh. CC, J.A. 193): 

The liberty is being taken of reviewing the negotiations to 
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200) did Chicago PAD learn that Griswold did not in¬ 
tend to go through with the proposed audit. In that letter, 
Griswold indicated that “investigation of those charges 
disclosed that they were absolutely without foundation,” 
and accordingly that he intended to stand on the figures 
as submitted in connection with the Contractor’s Report. 

"We submit that until receipt of this letter of July 3,1946, 
the renegotiating agency had no duty to proceed with re¬ 
negotiation on the basis of the figures submitted in con¬ 
nection with the initial Contractor’s Report. For the clear 
effect of Griswold’s statements that he could not explain 
the unresolved discrepancies in the data concerning the 

date between you and the Price Adjustment Division of this 
office. 

The renegotiation data submitted by you on Micromatic 
Metal Products Company was reviewed carefully in view of 
the differences that had arisen between you and your partner, 
Mr. Bliss. This entailed a great deal of detail work on our 
part and necessarily involved an examination of other com¬ 
panies which you control. On 4 April 1946, at a conference in 
this office, the discrepancies which had been found by this 
office were outlined to you completely. At that time you agreed 
with this office to have an audit made by independent public 
accountants of Micromatic Metal Products Company for the 
fiscal period ending 30 April 1945 and the subsequent fiscal 
period, as well as an audit of Northwest Automatic Products 
Company and Griswold Signal Company for the period ending 
31 December 1945 and Screw Machine Products Company for 
the period ending 30 September 1945. Understanding was 
further reached at this meeting that every effort would be made 
to expedite the audit; that this office would furnish your audi¬ 
tors with the information which we had and that you would 
also be furnished with a copy of the audit of Micromatic Metal 
Products Company prepared by Hines & Wilkerson, auditors 
employed by Mr. Bliss. 

# * * • * 

It is disappointing to note that ten weeks have now elapsed 
since the original understanding was reached and, so far as 
this office is advised, no work has been done on this audit. The 
discrepancies pointed out to you in the figures submitted are 
extremely serious, and it is desired to extend every opportunity 
to you to explain this. 

• * • » « 


Griswold companies and that, after an initial audit proved 
unsatisfactory, he would order an extensive independent 
audit of all of his companies, including Northwest for 1944, 
was to revoke or at least suspend his certification of the 
financial statement which he had initially filed on May 4, 
1945. To hold that in these circumstances PAD was still 
obliged to proceed with renegotiation is to nullify com¬ 
pletely the requirement for verification. Indeed, simply 
as a practical matter, it is difficult to see how the agency 
could be compelled to commence renegotiation proceedings 
until it had at least a minimum amount of data which ac¬ 
curately reflected the contractor’s actual status. 31 

This is not to say that in order to start time for com¬ 
mencement running, the Contractor’s Report must “supply 

31 Chicago PAD of course had no duty to prod the contractor 
into supplying this verified information. The Tax Court (J.A. 59-60) 
refers to language in Renegotiation Regulation 222.1 (3) (a) {infra, 
pp. 66-67) which provides that in certain circumstances a Contrac¬ 
tor’s Report will be deemed filed in the absence of a mailing of a no¬ 
tice of insufficiency by the renegotiating agency, and makes a point 
of the fact that no such notice was here sent to Northwest. However, 
a reading of the regulation as a whole immediately demonstrates 
the inapplicability of this provision. 

Paragraph (3) (a) of the regulations first states that Contractor’s 
Reports “are required to comprise all the information and exhibits 
specified by the forms and the instructions.” The regulation then 
goes on to make an exception of the special situation in which the 
Contractor’s Report purports to incorporate by reference material 
previously filed with an agency, providing: 

# * # However, if all the information called for by the appropri¬ 
ate “Standard Form of Contractor’s Report” has been furnished 
by the contractor to an Agency authorized to conduct renegotia¬ 
te procedings under the 1943 act, the contractor may complete 
the “Standard Form of Contractor’s Report” by incorporating 
by reference the information so furnished and making a specific 
statement of the time and place of said filing. In such case, 
the fact that the information has been received will be certified 
to by the renegotiating Agency on the copy of the “Standard 
Form of Contractor’s Report” which it will forward to the War 
Contracts Board within sixty days after the date of receipt of 
the report by such Agency. A “Standard Form of Contractor’s 
Report” so prepared and filed will be deemed to constitute a 
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every detail of data and information which might ulti¬ 
mately be necessary to successfully complete a renegotia¬ 
tion proceeding before the period for commencement of 
such proceeding begins to run.” Opinion of Tax Court, 
J.A. 61. Such, of course, is not our position. We con¬ 
tend only that where serious doubt is cast on the correct¬ 
ness of those figures which have been submitted, and where 
the signer of the Report in effect revokes his certification 
of its accuracv bv admitting he does not have the answers 
to these doubts and by agreeing to an independent audit 
for their resolution, the renegotiating agency is entitled 
to await receipt of figures upon which the contractor is 
willing to stand before it must commence renegotiation. 
While we agree with the Tax Court that the Contractor’s 
Report is not intended to supply all of the renegotiation 
data, we believe that the time for commencement cannot 
start running until the contractor furnishes in the Report 
a minimum of accurate information, data upon which the 
agency can rely in deciding intially whether the particular 
contractor is subject to renegotiation and in commencing 
the proceedings. In the absence of such data, or, as here, 
where the verification of this data is revoked or suspended, 
we submit that there has been no such filing of a verified 
Report so as to start the time for commencing renegotia¬ 
tion. We believe therefore that the Tax Court erred in 
holding that Northwest had filed its Contractor’s Report 
within the meaning of the applicable law before July 3, 
1946. Accordingly, the letter of April 21, 1947, mailed 
within one year of that date, was timely to commence re¬ 
negotiation. 

C. Whether the Statute Is Construed Broadly or Nar¬ 
rowly, the Government Timely Commenced Renego¬ 
tiation. 

As the foregoing discussion makes clear, the Government 
makes two alternative arguments in support of its position 


sufficient compliance with the mandatory filing requirements of 
this section in the absence of a notice of insufficiency sent to the 
contractor within 90 days after the report has been filed. 
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that renegotiation was timely commenced. If, on the one 
hand, the Renegotiation Act is applied in light of its pur¬ 
pose without blind adherence to its literal language we 
have shown that the letter of May 1, 1946, by fully satis¬ 
fying the congressional purpose, was effective to com¬ 
mence renegotiation timely. Should the Act be literally 
applied, however, and the letter of May 1, 1946, therefore 
be found to be defective, then we have demonstrated that 
under the same test of strict construction Northwest’s 
Standard Form of Contractor’s Report was not completely 
filed until at least July 3, 1946, and therefore the agency’s 
letter of April 21, 1947, which plainly complied with all 
of the statutory formalities, timely commenced renegotia¬ 
tion. We believe that the Tax Court erred in accepting 
Northwest’s literal approach to the statute with regard 
to the letter of May 1, 1946, and further that once having 
adopted this literal approach, it compounded its error by 
failing to apply the same strict standards in determining 
when Northwest completed the filing of its Contractor’s 
Report. 

It should be emphasized that the holding below, as well 
as Northwest’s position with respect to the letter of May 
1, 1946 is entirely based upon rigid insistence upon the 
literal language of Section 403(c)(1). There is no claim 
that Northwest was in any way injured by the omission in 
the letter, and there can be no doubt upon the record that 
the company was fully advised that renegotiation was being 
carried on and had full opportunity to—and did—partic¬ 
ipate in renegotiation, submit all pertinent information 
and brief and argue its position. Nevertheless Northwest 
insists on complete compliance with literal language, and 
attempts to avoid repayment of its excessive profits upon 
the wholly technical ground that although the letter of May 
1, 1946, fully advised it of the Government’s intent to com¬ 
mence renegotiation, it nonetheless failed effectively to com¬ 
mence renegotiation because it did not explicitly designate 
a time and place for a conference. And this despite the 
fact that conferences as to the renegotiation of Northwest 
took place before aind after the mailing of the letter. 
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If Northwest is entitled to insist on such a literal ap¬ 
proach the Government believes that it too is entitled to 
insist upon full and complete compliance by the contractor 
with its statutory obligations. As the Tax Court itself 
lias pointed out, in Colorizing Co. v. Stimson, 7 T.C. 617 
at 624: 

* * * The claim that the respondent did not act 
within the period required, because notice was not 
given in the form prescribed by the regulations, is of 
no aid to petitioner here, since by the same reasoning 
its failure to furnish the data and information in the 
form specified by the regulations would not start the 
running of the statute, in the first place. If the argu¬ 
ment as to form is good against the respondent, it is 
i equally good against the petitioner. 

That is not to say, however, that Northwest’s delinquency 
in filing its Contractor’s Report is solely a matter of form. 
The applicable regulation requires as an integral part of 
the Report the contractor’s own verification that the data 
i he submitted is to the best of his knowledge and belief, 
“true and correct” (Exh. B, J.A. 149); and no reason¬ 
able interpretation of this provision can impose upon the 
agency a duty to commence renegotiation when the con¬ 
tractor himself has effectively withdrawn his verification 
pending a further and more extensive audit. Griswold had 
signed a verification of his Contractor’s Report in May of 
1945; but he revoked or suspended this verification on 
January 3, 1946, more than a month prior to the earliest 
date (February 11, 1946) upon which he could otherwise 
be said to have completed the filing of his Report. Thus, 
particularly if strict compliance is required, it is plain that 
! Northwest had never filed a Standard Form of Contrac¬ 
tor’s Report “in such form and detail as the Board may by 
regulations prescribe” (Sec. 403(c)(5), infra, p. 64), 
until at least July 3, 1946, when Griswold after inves¬ 
tigation finally decided to stand on the data as sub¬ 
mitted. Only from that date did the agency’s duty to com- 
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mence renegotiation accrue. Accordingly tlie letter of 
April 21, 1947 (Exh. RR, J.A. 212) less than a year 
later, timely commenced renegotiation, and of course re¬ 
negotiation was timely completed by the unilateral order 
entered April 30, 1947. 


CONCLUSION 

For the foregoing reasons, we respectfully submit that 
the decision of the Tax Court be reversed, and the cause 
remanded with instructions to enter judgment for the Gov¬ 
ernment in the stipulated amount. 

Leo A. Rover, 

! United States Attorney . 

Melvin Richter, 

Robert S. Green, 

Attorneys , Department 

of Justice . 
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APPENDIX 

Statutes and Regulations Involved 

The Renegotiation Act of 1943, applicable to fiscal years 
ended after June 30, 1943, is set out in full at 50 App. 
U.S.C. § 1191. Pertinent provisions are as follows: 

Section 403 (c) (1). Whenever, in the opinion of 
the Board, the amounts received or accrued under 
contracts with the Departments and subcontracts may 
reflect excessive profits, the Board shall give to the 
contractor or subcontractor, as the case may be, reason¬ 
able notice of the time and place of a conference to be 
held with respect thereto. The mailing of such notice 
by registered mail to the contractor or subcontractor 
shall constitute the commencement of the renegotiation 
proceeding. At the conference, which may be adjourned 
from time to time, the Board shall endeavor to make a 
! final or other agreement with the contractor or sub¬ 

contractor with respect to the elimination of excessive 
profits received or accrued, and with respect to such 
other matters relating thereto as the Board deems 
i advisable. Any such agreement, if made, may, with the 

consent of the contractor or subcontractor, also include 
provisions with respect to the elimination of excessive 
profits likely to be received or accrued. If the Board 
does not make an agreement with respect to the elimina¬ 
tion of excessive profits received or accrued, it shall 
issue and enter an order determining the amount, if any, 
of such excessive profits, and forthwith give notice 
thereof by registered mail to the contractor or sub¬ 
contractor. * * *. 

Section 403 (c) (3). No proceeding to determine the 
amount of excessive profits shall be commenced more 
than one year after the close of the fiscal year in which 
such excessive profits were received or accrued, or more 
than one year after the statement required under para¬ 
graph (5) is filed with the Board, whichever is the later, 
and if such proceeding is not so commenced, then upon 
the expiration of one year following the close of such 
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fiscal year, or one year following the date upon which 
such statement is so filed, whichever is the later, all 
liabilities of the contractor or subcontractor for ex¬ 
cessive profits received or accrued during such fiscal 
year shall thereupon be discharged. If an agreement 
or order determining the amount of excessive profits is 
not made within one year following the commencement 
of the renegotiation proceeding, then upon the expira¬ 
tion of such one year all liabilities of the contractor or 
subcontractor for excessive profits with respect to 
which such proceeding was commenced shall thereupon 
be discharged, except that (A) if an order is made within 
such one year by the Secretary (or an officer or agency 
designated by the Secretary) pursuant to a delegation 
of authority under subsection (d) (4), such one-year 
limitation shall not apply to review of such order by the 
Board, and (B) such one-year period may be extended 
by mutual agreement. 

Section 403 (c) (5). Every contractor and subcon¬ 
tractor who holds contracts or subcontracts, to which 
the provisions of this subsection are applicable, shall, 
in such form and detail as the Board mav bv regula- 
tions prescribe, file with the Board on or before the 
first dav of the fourth month following the close of the 
fiscal year (or if such fiscal year has closed on the date 
of the enactment of the Revenue Act of 1943, on or 
before the first day of the fourth month following the 
month in which such date of enactment falls), a financial 
statement setting forth such information as the Board 
may by regulations prescribe as necessary to carry out 
this section. In addition to the statement required under 
the preceding sentence, every such contractor or sub¬ 
contractor shall, at such time or times and in such form 
and detail as the Board may by regulations prescribe, 
furnish the Board any information, records, or data 
which is determined by the Board to be necessary to 
carry out this section. # * *. 

! Section 403 (e) (1). Any contractor or subcontractor 
aggrieved by an order of the Board determining the 
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amount of excessive profits received or accrued by 
such contractor or subcontractor may, within ninety 
days (not counting Sunday or a legal holiday in the 
District of Columbia as the last day) after the mailing 
of the notice of such order under subsection (c) (1), 
file a petition with The Tax Court of the United States 
for a redetermination thereof. Upon such filing such 
court shall have exclusive jurisdiction, by order, to 
finally determine the amount, if any, of such excessive 
profits received or accrued by the contractor or sub¬ 
contractor, and such determination shall not be re¬ 
viewed or redetermined by any court or agency. The 
court may determine as the amount of excessive profits 
an amount either less than, equal to, or greater than 
that determined by the Board. A proceeding before 
the Tax Court to finally determine the amount, if any, 
of excessive profits shall not be treated as a proceeding 
to review the determination of the Board, but shall be 
treated as a proceeding de novo. For the purposes of 
this subsection the court shall have the same powers 
and duties, insofar as applicable, in respect of the con¬ 
tractor, the subcontractor, the Board and the Secretary, 
and in respect of the attendance of witnesses and the 
production of papers, notice of hearings, hearings 
before divisions, review by the Tax Court of decisions 
of divisions, stenographic reporting, and reports of 
proceedings, as such court has under sections 1110, 
1111, 1113, 1114, 1115 (a), 1116, 1117 (a), 1118, 
1120, and 1121 of the Internal Revenue Code in the 
case of a proceeding to redetermine a deficiency. # * *. 

Section 7482 (a) of the Internal Revenue Code of 1954 
provides: 

Jurisdiction.—The United States Courts of Appeals 
shall have exclusive jurisdiction to review the de¬ 
cisions of the Tax Court, except as provided in section 
1254 of Title 28 of the United States Code, in the 
same manner and to the same extent as decisions of 
the district courts in civil actions tried without a jury; 
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and the judgment of any such court shall be final, 
except that it shall be subject to review by the Supreme 
Court of the United States upon certiorari, in the 
manner provided in section 1254 of Title 28 of the 
United States Code. 

Applicable Renegotiation Regulations provide in pertin¬ 
ent part as follows: 

Renegotiation Regulation 222.1 
(9 F.R. 4142—§ 1602.222, 

April 19, 1944) 

Filing of mandatory financial statement. In accord¬ 
ance with the requirements of the first sentence of 
sub-section (c) (5) (A) of the Renegotiation Act of 
1943: 

(1) The “Standard Form of Contractor’s Report” 
(as set forth in § 1607.701 (a)) is hereby prescribed as 
the form of mandatory financial statement generally 
required to be filed by contractors and subcontractors. 

(2) The “Standard Form of Contractor’s Report 
(For Construction Contractors, Architects and En¬ 
gineers)” (as set forth in § 1607.701(c)) is hereby 
prescribed as the form of mandatory financial state¬ 
ment required to be filed by contractors and subcon¬ 
tractors principally engaged in the construction 
business. 

(3) The “Standard Form of Contractor’s Report 
(For Agents, Brokers and Sales Engineers)” (as 
set forth in § 1607.701(e)) is hereby prescribed as the 
mandatory form of financial statement required to be 
filed by sales agents and others whose principal business 
falls within the definition of subcontracts as set forth 
in subsection (a) (5) (B) of the 1943 act. 

! (a) Sufficiency of contents. Except as hereinafter 
stated, the forms of “Standard Form of Contractor’s 
Report” are required to be prepared in duplicate in 
accordance “with the instructions "which relate to them 
respectively and which appear in § 1607.701(b), (d) 
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and (f). The reports are required to comprise all the 
information and exhibits specified by the forms and the 
instructions. However, if all the information called 
for by the appropriate “Standard Form of Contractor’s 
Report” has been furnished by the contractor to an 
Agency authorized to conduct renegotiation proceed¬ 
ings under the 1943 act, the contractor may complete 
the “Standard Form of Contractor’s Report” by in¬ 
corporating by reference the information so furnished 
and majring a specific statement of the time and place 
of such filing. In such case, the fact that the informa¬ 
tion has been received will be certified to bv the re- 

•> 

negotiating Agency on the copy of the “Standard 
Form of Contractor’s Report” which it will forward 
to the War Contracts Board within sixty days after 
the date of receipt of the report by such Agency. A 
“Standard Form of Contractor’s Report” so prepared 
and filed will be deemed to constitute a sufficient com¬ 
pliance with the mandatory filing requirements of this 
section in the absence of a notice of insufficiency sent 
to the contractor within 90 days after the report has 
been filed. 


Renegotiation Regulation 721 
(9 F.R. 4152—§ 1607.721, 

April 19, 1944) 

Notice of Commencement of Renegotiation Proceeding. 
(Assignee Department or Service) 

Date- 


Gentlemen: The War Contracts Price Adjustment 
Board has determined that renegotiation proceedings 
under the Renegotiation Act (Title VII of the Revenue 

Act of 1943) for your fiscal year ended - 

shall be conducted initially by this office. 




A conference 'with you with respect to this matter 

is hereby set for - at -. If that 

time is not convenient, kindly advise us promptly in 
order that a continuance may be arranged. 

This notice, sent by registered mail, constitutes com¬ 
mencement of the renegotiation proceedings in con¬ 
formity with the provisions of subsection (c) (1) of 
the Renegotiation Act. 

Very truly yours, 

[RR 721] 
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